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RAILROAD RETIREMENT LEGISLATION 


TUESDAY, AUGUST 5, 1952 


Conoress OF THE UNITED STATES, 
Jotnt COMMITTEE ON RatLroap Retirement LeGIsLaTion, 
Washington, D. C. 

The joint committee met, pursuant to notice, at 10:30 a. m., in the 
Old Supreme Court Chamber, United States Capitol Building, Sen- 
ator Paul H. Douglas (chairman) présiding. 

Present: Senator Douglas (chairman) and Representative Wol- 
verton. 

Also present : Robert A. Wallace, staff director; H. Murray Herlihy 
and Theodore C. Sorenson of the committee staff. 

Senator Dovetas. Ladies and gentlemen, I should like to make a 
prefatory statement. 

When the Senate Labor Subcommittee began its study of proposed 
amendments to increase benefits provided by the Railroad Retirement 
Act in April of 1951, there were 11 bills taken into consideration. 
The House Interstate and Foreign Commerce Committee, I believe, 
had even more bills than this before it. During consideration of these 
bills, sharp differences of opinion arose among the groups affected. 

In order to prevent these differences of opinion from stopping much- 
needed legislation to increase railroad retirement benefits, Congress 
passed a bill to grant immediate increases in benefits and, as a com- 
panion measure, “passed a resolution creating the Joint Committee on 
Railroad Retirement Legislation to make a thorough study of the 
railroad retirement system. 

The major provisions of the amendments passed last year are as 
follows: 

(a) A 15-percent increase in benefits of both pensioners and an- 
nuitants; 

(6) Survivor benefit increases to the degree necessary to bring them 
up to the level of those provided by social security, about 3314 percent; 
and 

(c) A spouse’s benefit of 50 percent of the retired employee’s bene- 
fit to a maximum of $40. 

The bill also adopted a provision to provide that employees with 
less than 10 years of service be paid benefits from the social-seeurity 
system with the railroad retirement fund paying into the social-secu- 
rity system an amount equal to that which would have been paid into 
the system by such employees and their employers had they been 
covered by the Social Security Act. The bill also provided ‘for an 
over-all adjustment known as the financial interch: ange provision to 
compensate the railroad retirement system for the savings it affords 
to the social-security system from the separate existence “of the rail- 
road retirement system. 
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The differences of opinion ce ntered about the way benefits should 
be increased, whether new features should be added, or whether bene- 


fits should be increased only for annuitants. There was also disagree- 
ment, however, bet ween the R; ui lie id Ret ire men Board and the social- 
security system over the precise actuarial effects of the interchange 
provis on. 


For these reasons, Senate Concurrent Resolution 51 creating the 
Joint Committee on Railroad Retirement Legislation was passed as a 
companion measure to the 1951 amendments. This committee was 
directed to make a full and complete fact-finding study and investi- 
gation of the Railroad Retirement Act and of such related problems 
as it might deem proper. The resolution directs the committee to give 
consideration to the following: 

The character and amount of present benefits and the estimated 
cost of providing such benefits. 

The existing relationships between the system established by the 
Railroad Retirement Act and the old-age and survivors insurance 
syste m. 

The changes that should be made in the character and amount 
of ‘the benefits to be provided workers subject to the Railroad Retire- 
ment Act and the estimated cost of sroictinne such benefits. 

1. Any changes that should be made in the existing relationships 
between the system established by the Railroad Retirement Act and 
the old-age and survivors insurance system. 

This committee will get into all these questions and will issue a 
report before the close of the Eighty-second Congress in January of 
1953. The committee staff has been directed to gather statistics and 
materials on problems of aged people so that Congress may have in- 
formation necessary to enact legislation dealing with such people. 

There will be three main phases of the study: 

(a) Liberalization of benefits and eligibility requirements ; 

(4) Financing features; and 

(c) Relationships with social security. 

Today’s hearings will be devoted to liberalization of benefits. It 
is necessary that we hold hearings on this phase of the study because 
of _ policy questions involved. For instance, there are several 
ways in which benefits could be liberalized if it were determined to 
be fins incially feasib le to do so. Last year Congress made selective 
increases, increasing pension and retirement annuities by 15 percent, 
adding a spouse’s benefit, increasing survivor benefits by approxi- 
mately 3314 percent, and giving credit for years of service after age 
65. C ongress felt that this was the best way at that time to ine rease 
benefits, although some groups felt that increases should be restricted 
to annuit: ants only, since they were the ones who paid the taxes. Some 
groups have urged liberalization of eligibility requirements such as 
retirement without reduction at age 60. There has been some thought 
given to a higher minimum annuity. All these considerations point 
to the need for public hearings on liberalization of benefits. 

Financing features and social-security relationships are largely 
technical in nature. We had originally planned to hold hearings on 
these phases of the study also, but we decided instead to proceed with 
the study after hearings on liberalization of benefits only. The record 
will be held open, however, for statements, analyses, and other ma- 
terial on these technical problems. 
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As the committee proceeds with its study, it may be necessary to 
hold further hearings. If this proves necessary, they will probably 
be held sometime around the middle of November, when more Mem- 
bers of Congress will be available. 

I should now like to | lace into the record certain materials which 
will be useful in considering the problem of liberalizing railroad 
retirement benefits. First, I should like to insert a copy of the reso- 
lution, Senate Concurrent Resolution 51, which created this com- 
mittee. 

(The document referred to, S. Con. Res. 51, follows:) 


[S. Con. Res. 51, 82d Cong., 1st sess.] 
CONCURRENT RESOLUTION 


Resolved by the Senate (the House of Representatives concurring), That there 
is hereby established a joint congressional committee on railroad retirement legis- 
lation, hereinafter called the “joint committee,’ to be composed of three members 
of the Senate Committee on Labor and Public Welfare and to be appointed by 
the chairman of that committee, and three members of the House Committee on 
Interstate and Foreign Commerce and to be appointed by the chairman of that 
committee. Vacancies in the membership of the joint committee shall not affect 
the power of the remaining members to execute the functions of the joint com- 
mittee, and shall be filled in the same manner as the original selection. The joint 
committee shall select a chairman and vice chairman from among its members. 

Sec. 2. It shall be the duty of the joint committee, and it is hereby authorized 
and directed, to make a full and complete fact-finding study and investigation of 
the Railroad Retirement Act, and of such related problems as it may deem proper, 
with a view toward acertaining what changes should be made in such Act. The 
joint committee shall determine the scope of such study and investigation, with- 
out limitation thereon, and the following shall be given consideration: 

1. The character and amount of present benefits and the estimated cost of 
providing such benefits. 

2. The existing relationships between the system established by the Railroad 
Retirement Act and the old-age and survivors insurance system. 

3. The changes that should be made in the character and amount of benefits 
to be provided workers subject to the Railroad Retirement Act and the estimated 
cost of providing such benefits. 

4. Any changes that should be made in the existing relationships between the 
system established by the Railroad Retirement Act and the old-age and survivors 
insurance system with a view to simplifying administration, eliminating in- 
equities and anomalies as regards benefits to workers whose earnings are included 
in whole or in part under either system, and strengthening the financial base for 
benefits to be provided under one system without impairing the financial base 
underlying benefits provided under the other system. 

Sec. 3. For the purposes of this resolution, the joint committee, or any duly 
authorized subcommittee thereof, is authorized to sit and act at such places and 
times during the sessions, recesses, and adjourned periods of the Eighty-second 
Congress, to require by subpena or otherwise the attendance of such witnesses 
and the production of such books, papers, and documents, to administer such 
oaths, to take such testimony, to procure such printing and binding, and to make 
such expenditures, as it deems advisable. 

Sec. 4. (a) The joint committee, or any duly authorized subcommittee thereof, 
is authorized during the sessions, recesses, and adjourned periods of the Eighty- 
second Congress, to employ upon a temporary basis such technical, clerical, and 
other assistants as it deems advisable and, with the consent of the head of the 
department or agency concerned, to utilize the services, information, facilities, 
and personnel of all agencies in the executive branch of the Government. 

(b) The expenses of the joint committee, which shall not exceed $50,000, shall 
be paid one-half from the contingent fund of the Senate and one-half from the 
contingent fund of the House of Representatives upon vouchers signed by the 
chairman. Disbursements to pay such expenses shall be made by the Secretary 
of the Senate out of the contingent fund of the Senate, such contingent fund to 
be reimbursed from the contingent fund of the House of Representatives in the 
amount of one-half of the disbursements so made. 
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Senator Dovetas. Then I should like to place in the record a list of 
the bills which have been introduced in Congress since the passage of 
the 1951 amendments to the Railroad Retirement Act which would 
make changes in that act, along with the Railroad Retirement Board’s 
reports on those bills. 

(The documents referred to are as follows :) 
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[H. R. 6228, 82d Cong., 2d sess.] 


A BILL To amend the Railroad Retirement Act of 1937 so as to provide that the spouse 
n individual who has been awarded a disability annuity shall be entitled to a 


‘ 
spouse’s annuity if such spouse has attained the age of sixty-five 


Re t enacted by the Senate and House of Representatives of the United 


States of America in Congress assembled, That (a) subsection (e) of section 2 
of the Railroad Retirement Act of 1937, as amended, * hereby amended by 
idding at the end thereof the following new senten ‘The spouse of an 

livid f such individual has been awarded an annuity under paragraph 
tor 5 of subsection (a) of this section and if such spouse has attained the age 
of sixt ve, shall be entitled to a spouse’s annuity equal to one-half of such 
ndividual’s annuity, but not more than $40. The third proviso of the first 
sent ‘ this subsection shall apply in respect of any such spouse’s annuity.”. 

(I ibsec ! f) of such section 2 is hereby amended by striking out “a 
retirement annuitant” and inserting in lieu thereof “an annuitant’, and by 
strik out “retirement annuity” and inserting in lieu thereof “annuity”, 

(« Ss sectic (g) of such section 2 is hereby amended by adding at the 
end the of the following new sentence: “In addition to the conditions con 


ned in the first two sentences of this subsection, in the case of the spouse 


of vidual whose annuity is payable by reason of paragraph 4 or 5 of 
bsection (a) of this section. the spouse’s annuity (1) shall not be payable 
for any month if the individual's annuity is not payable for such month under 
such paragraph 4 or 5, and (2) shall cease as of the date of cessation of the 
individual’s annuity under such paragraph 4 or 5.” 
Si 2. The amendments made by the first section of this Act shall take 


effect with respect to benefits accruing after the last day of the month in which 
this Act is enacted. 


RAILROAD RETIREMENT BOarp, 
Chicago, Ill., February 25, 1952. 
Hon. Rorert CROSSER, 
Cha man, ¢ ommittee on Interstate and Foreiqn Commerce 
House of Representatives, Washington, Dp. C. 

Drar Mr. Crosser: This is the report requested by you on January 26, 1952, 
on the bill H. R. 6228 (S2d Cong., 2d sess.), introduced by Mr. Rees of Kansas 
on January 24, 1952, and referred to your committee. 

The bill would amend the Railroad Retirement Act so as to change the eligi- 
bility conditions for a spouse’s annuity. Public Law 234, EFighty-second Con- 
gress, first session (approved October 30, 1951), requires that an annuitant 
must have attained the age of 65 before the spouse of such annuitant can be 
eligible for a spouse’s annuity, but the bill would make an exception for the 
spouse of a disability annuitant. In such case, if the spouse has attained 
age 65, and otherwise meets the eligibility requirements for a spouse’s annuity, 
the age of the disability annuitant would not be material. 

Senate Concurrent Resolution 51, Eighty-second Congress, first session, has 
established a joint committee, composed of three members of the Senate Com- 
mittee on Labor and Public Welfare and three members of the House Committee 
on Interstate and Foreign Commerce, to make a full and complete fact-finding 
study and investigation of the Railroad Retirement Act. This joint committee 
is specifically directed to give consideration to the changes that should be made 
in the character and amount of benefits to be provided under the act and the 
estimated cost of such benefits 

The Board has good reason to believe that this joint committee will shortly 
undertake the study of a number of- proposals made to amend the Railroad 
Retirement Act and that among them is the one proposed by the bill here under 
consideration. In view of this, the Board recommends that action on this bill 
be postponed until after this joint committee has reported the results of its 
study 

Time has not permitted submission of this report to the Bureau of the 
Budget. When we have reecived the comments of that Bureau, we shall forward 
them to you 

Respectfully submitted. 


’ 


WILLIAM J, KENNEDY, Chairman. 


ne GPS 
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[H. R. 6924, 82d Cong., 2d sess.] 


A BILL To amend the Railroad Retirement Act of 1937 to provide full retirement annuities 
for employees who retire after thirty years of service (regardless of age) or at age 
sixty, to reduce the age requirement for an annuity for a spouse or a surviving widow, 
widower, or parent from age sixty-five to age sixty, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


ELIGIBILITY FOR RETIREMENT ANNUITY 


SeEcTION 1. (a) Section 2 (a) of the Railroad Retirement Act of 1937 is hereby 
amended by striking out paragraphs 1, 2, and 3 and inserting in lieu thereof the 
following : 

“1. Individuals who will have attained the age of sixty. 

“2. Individuals who will have completed thirty years of service.” 

(b) The first sentence of paragraph 4 of section 2 (a) of such Act is hereby 
amended by striking out “(i)” and “or (ii) will have attained the age of sixty.” 

(c) The last paragraph of section 2 (a), and section 2 (b), of such Act are 
hereby amended by striking out “sixty-five” each place it occurs and inserting in 
lieu thereof ‘‘sixty.” 

ELIGIBILITY FOR SPOUSE’S ANNUITY 


Sec. 2. Subsections (e) and (g) of section 2 of such Act are hereby amended 
by striking out “65” each place it occurs and inserting in lieu thereof “60.” 


ELIGIBILITY FOR WIDOW’S, WIDOWER’S, AND PARENTS’ ANNUITY 


Sec. 8. Subsections (a) and (d) of section 5 of such Act are hereby amended 
by striking out “sixty-five” each place it occurs and inserting in lieu thereof 
“sixty.” 


ELIGIBILITY FOR LUMP-SUM DEATH PAYMENT 


Sec. 4. Subsection (1) (2) of section 5 of such Act is hereby amended by strik- 
ing out “sixty-five” the first time it occurs and inserting in lieu thereof “sixty,” 
and by striking out “sixty-five” in the first proviso and inserting in lieu thereof 
“sixty or sixty-five.” 

COMPUTATION OF MONTHLY COMPENSATION 


Sec. 5. (a) Clause (1) of section 3 (c) of such Act is hereby amended to read 
as follows: “(1) that with respect to service prior to January 1, 1937, the monthly 
compensation shall be the average compensation paid to an employee with respect 
to calendar months included in his years of service after 1936 or in the years 
1924-1931, whichever results in the higher average compensation, and.” 

(b) The proviso in section 3 (c) of such Act is hereby amended by striking out 
“in the period 1924-1931” and inserting in lieu thereof “in the period after 1936 
and the period 1924-1931.” 


EFFECTIVE DATES 


Sec. 6. The amendments made by this Act shall take effect with respect to bene- 
fits accruing after the last day of the month in which this Act is enacted. All 
recertifications by the Railroad Retirement Board required by reason of the 
amendments made by this Act shall be made without application therefor, except 
that recertifications puruant to the amendments made by section 5 of this Act 
shall be made only upon application therefor in such manner and form and filed 
within such time as the Railroad Retirement Board may prescribe. 





UNITED STATES OF AMERICA RAILROAD RETIREMENT BOARD, 
Chicago, Ill., May 21, 1952. 
Hon. RoBerT CROSSER, 
Chairman, House Committee on Interstate and Foreign Commerce, 
New House Office Building, Washington 25, D. C. 

DEAR Mr. CROSSER: This is a report on the identical bills, H. R. 6924, intro- 
duced in the House of Representatives by Mrs. Kee on March 6, 1952, and H. R. 
7038, introduced by Mr. Patten on March 12, 1952. 
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\s dicated by their titles, these bills would “amend the Railroad Retire- 
\et of 1937 to provide full retirement annuities for employees who retire 

fter 30 vears of service (regardless of age) or at age 60, to reduce the age re- 
ent for an annuity for a spouse or a surviving widow, widower, or parent 


65 to age 60.” These proposed amendments would be applied to bene- 


ficiaries on the rolls without application therefor. In addition a further liberali- 
ition would be made in permitting the use of the earnings period after 1936 
whe ! re favorable, instead of the present base period 1924-31, for purposes 
of puting the monthly compensation average for service performed before 
L937 
We estimate that the increased cost of the proposed amendments would be as 
W 


rhe reduction of the normal employee retirement age from age 65 to 60 
sether with the elimination of an age requirement where 30 years of 


rvice have been performed would cost 3.75 percent of payroll 
~. The use of an alternative ser e average would further crease retire- 
osts by 0.75 percent of payroll. 
The reduction from 65 to GO in the age requirement for a spouse’s 


nuity wonld cost 0.60 percent of payroll. 
t+. The reduction from 65 to 60 for widows, widowers, and parents would 
ad 0.60 percent of payroll to present costs. 

The gross additional cost would thus amount to 5.70 percent of payroll. There 
would be some offsetting savings, however, in the cost of the residual lump-sum 
death benefit, the widows’ current insurance benefit, the lump-sum insurance 
benefit, and the minimum annuity provisions of the act. We estimate that these 

vings would total about 0.20 percent of payroll. Thus, the net increase in costs 

of the amendments in these bills would be 5.50 percent of payroll. On the basis 
of a payroll of $4.9 billion, this amounts to $269.5 million a year. 
The major problem in increasing benefits under the act is to provide the funds 
pay for such increases. At present the tax rate on an employee's earnings up 
to $300 a month is 6.25 percent. Employers pay an equal amount, making the 
total tax rate 12.50 percent. The estimated cost of paying the present benefits 
provided by the act, as amended by Public Law No. 234, Eighty-second Congress, 
first session, enacted October 30, 1951, is 14.483 percent of taxable payroll. (See 
S. Rept. 890, 82d Cong., 1st sess., p. 11.) The enactment of H. R. 6924 or H. R. 
7038 would increase this to 19.93 percent of payroll, as contrasted with tax re- 
f 12.50 percent of payroll. 

There is no provision in these bills for financing the extra cost of the benefits 
they would provide. Regardless of other reasons why they should not be 
enacted, the Board for that reason alone is compelled to oppose their enactment. 

This report has been cleared with the Director of the Bureau of the Budget 
who informs us that there would be no objection to its submission. 

Sincerely yours, 





ceipts oO 


WintiAM J. KENNEDY, Chairman. 


H. R. 70388, 82d Cong., 2d sess.] 


4 BILL To amend the Railroad Retirement Act of 1937.to provide full retirement 
annuities for employees who retire after thirty years of service (regardless of age) or 
at age sixty, to reduce the age requirement for an annuity for a spouse or a surviving 

widow, widower, or parent from age sixty-five to age sixty, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, 
ELIGIBILITY FOR RETIREMENT ANNUITY 


SEcTION 1. (a) Section 2 (a) of the Railroad Retirement Act of 1937 is hereby 
amended by striking out paragraphs 1, 2, and 8 and inserting in lieu thereof the 
following: 

“1. Individuals who will have attained the age of sixty. 

“2. Individuals who will have completed thirty years of service. 

(b) The first sentence of paragraph 4 of section 2 (a) of such Act is hereby 
amended by striking out “(i)” and “or (ii) will have attained the age of sixty.” 

(c) The last pa ‘aph of section 2 (a) and section 2 (b) of such Act are 
hereby amended by striking out “sixty-five” each place it occurs and inserting in 
lien thereof “sixty.” 


” 
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ELIGIBILITY FOR SPOUSE’S ANNUITY 


Src. 2. Subsections (e) and (g) of section 2 of such Act are hereby amended 


-: > 


by striking out “65” each place it occurs and inserting in lieu thereof 60.” 
& I 
ELIGIBILITY FOR WIDOW’S, WIDOWER’S, AND PARENT’S ANNUITY 


Sec. 3. Subsections (a) and (d) of section 5 of such Act are hereby amended 
by striking out “sixty-five” each place it occurs and inserting in lieu thereof 
mt cig 

ELIGIBILITY FOR LUMP-SUM DEATH PAYMENT 


Sec. 4. Subsection (1) (2) of section 5 of such Act is hereby amended by 
striking out “sixty-five’ the first time it occurs and inserting in lieu thereof 
“sixty,” and by striking out “sixty-five” in the first prov.so and inserting in lieu 


thereof “sixty or sixty-five.” 
COMPUTATION OF MONTHLY COMPENSATIOi{ 


Sec. 5. (a) Clause (1) of section 3 (c) of such Act is hereby amended to read 
as follows: “(1) that with respect to service prior to January 1, 1937, the 
monthly compensation shall be the average compensation paid to an employee 
with respect to calendar months included in his years of service after 1936 or in 
the years 1924-1931, whichever results in the higher average compensation, and.” 

(b) The proviso in section 3 (c) of such Act is hereby amended by striking 
out “in the period 1924-1931” and inserting in lieu thereof “in the period after 
1936 and the period 1924-1931.” 


EFFECTIVE DATES 


Sec. 6. The amendments made by this Act shall take effeet with resy. t 
benefits accruing after the last day of the mouth in which this Act is enacted. 
All recertifications by the Railroad Retirement Board required by reason of the 
amendments made by this Act shall be made without application therefor, except 
that recertifications pursuant to the amendments made by section 5 of this Act 
shall be made only upon applictaion therefor in such manner and form and filed 
within such time as the Railroad Retirement Board may prescribe. 





[H. R. 8126, 82d Cong., 2d sess.] 
A BILL To amend the Railroad Retirement Act of 1937 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (c) of section 3 of the Rail- 
road Retirement Act of 1937, as amended, is amended to read as follows: 

“(c) The ‘monthly compensation’ shall be the average compensation paid to 
an employee for his highest five consecutive years of service up to the end of the 
year in which he attains age sixty-five. When such service performed during 
such period is insufficient to constitute a fair and equitable basis for determin- 
ing the monthly compensation the Board shall determine the monthly compensa- 
tion for such service in such manner as shall be just and equitable. The amount 
of compensation attributable as paid to an employee with respect to each month 
of service before September 1941, as a station employee whose duties consisted 
of or included the carrying of passengers’ hand baggage and otherwise assisting 
passengers at passenger stations and whose remuneration for services to the 
employer was, in whole or substantial part, in the form of tips, shall be the 
monthly average of compensation paid to him as a station employee in his months 
of service in the period September 1940-August 1944: Provided, That where serv- 
ice in the period September 1940—-August 1941 is, in the judgment of the Board, 
insufficient to constitute a fair and equitable basis for determining the amount 
of compensation paid or attributable as paid to him in each month of service 
before September 1941, the Board shall determine the amount of such compensa- 
tion for each such month in such manner as in its judgment shall be fair and 
reasonable. In computing the monthly compensation, no part of any month’s 
compensation in excess of $300 shall be recognized.” : , 
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Section 3 (e) of such Act is hereby amended to read as follows: 

“(e) In the case of an individual having a current connection with the rail- 
road industry and not less than five years of service, the minimum amount 
payable shall be $100 per month.” 

Section 5 (a) and (b) of such Act is hereby amended to read as follows: 

“(a) Wipow’s INSURANCE ANNUITY.—A widow of a completely insured em- 
ployee, who will have attained the age of fifty-five, shall be entitled during the 
remuinder of her life, or, if she remarries, then until remarriage, to an annuity 
for each month equal to such employee’s basic amount. 

“(b) Winow’s Current INsURANCE ANNUITY.—A widow of a completely or 
partially insured employee, who is not entitled to an annuity under subsection 
(a) and who at the time of filing an application for an annuity under this sub- 
section will have in her care a child of such employee entitled to receive an 
annuity under subsection (c) shall be entitled to an annuity for each month 
equal to the employee’s basic amount. Such annuity shall cease upon her death, 
upon her remarriage, when she becomes entitled to an annuity under subsec- 
tion (a), or when no child of the deceased employee is entitled to receive an 
annuity under subsection (¢c), whichever occurs first.” 

Paragraphs (i) and (ii) of subsection (i) of section 5 of such Act are hereby 
repealed 

(a) The first proviso in section 6 (a) of such Act is hereby amended to read 
as follows: “Provided, however, That no pension payable under this section shall 
exceed $160 monthly. 

(b) Pensions due under such Act in the months following the first calendar 
month following the month in which this Act is enacted shall be increased by 


30 per centum 

The amendments made by this Act shall be applicable to all annuities accruing 
during calendar months following the month in which this Act is enacted. All 
recertifications required by reason of the provisions of this Act shall be made 
by the Railroad Retirement Board without application therefor. 


[H. R. 8323, 82d Cong., 2d sess.] 
A BILL To amend the Railroad Retirement Act of 1937, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (b) of section 3 of the Rail- 
road Retirement Act of 1937, as amended, is amended by striking out all of the 
last paragraph of subsection (b) (8) of section 3, and substituting in lieu 
thereof the following: “An individual to whom an annuity or pension accrued 
prior to the enactment of this amendment and who would have been entitled to 
an annuity or pension in a greater amount by reason of this amendment had such 
amendment been in effect on November 1, 1951, shall, without further application 
therefor, be awarded an annuity or pension in such greater amount beginning 
as of the date of enactment of this Act.” 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 26, 1952. 
Hon. Rorert CROSSER, 
Chairman, House Committee on Interstate and Foreign Commerce, 
New House Office Building, Washington 25, D. C. 

Dear Mr. Crosser: This is in reply to your request for a report in triplicate 
on the bill H. R. 8828 introduced in the House of Representatives by Mr. Van 
Zandt on June 20, 1952, and referred to your committee for consideration. 

The bill would strike out, effective on the date of enactment of the bill, the 
last paragraph of section 3 (b) of the Railroad Retirement Act of 1937, as 
amended in 1951. This paragraph provides as follows: 

“The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such indi- 
vidual is, or on proper application would be, entitled to an old age insurance 
benefit under the Social Security Act, as follows: (i) in the case of the individ- 
ual’s retirement annuity, by that portion of such annuity which is based on his 
years of service and compensation before 1937, or by the amount of such old 
age insurance benefit, whichever is less, (ii) in the case of the individual’s pen- 
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sion, by the amount of such old age insurance benefit, and (iii) in the case of the 
spouse’s annuity, to one-half the individual’s retirement annuity or pension as 
reduced pursuant to clause (i) or clause (ii) of this paragraph: Provided, 
however, That, in the case of any individual receiving or entitled to receive an 
annuity or pension on the day prior to the date of enactment of this paragraph, 
the reductions required by this paragraph shall not operate to reduce the sum 
of (A) the retirement annuity or pension of the individual, (B) the spouse’s 
annuity, if any, and (C) the benefits under the Social Security Act which the 
individual and his family receive or are entitled to receive on the basis of his 
wages to an amount less than such sum was before the enactment of this 
paragraph.” 

The reason for this last-quoted paragraph is found in the report of the Senate 
Committee on Labor and Public Welfare (which revised the bill S. 1847, later 
enacted, substantially as the amendments of October 30, 1951), as follows: 

*‘* * * section 7 provides against duplication of credit for prior service. 
The amended Social Security Act is so weighted as, in effect, to give credit for 
service before 1937. In view of this, and since employees who now receive credit 
for service before 1937 have not paid any taxes with respect to such service, 
the sponsors of the bill deemed it appropriate to continue to give credit under the 
Railroad Retirement Act for prior service, but only if the employee does not 
also receive an old-age benefit under the Social Security Act.” 

The savings to the railroad retirement system as a result of the above-quoted 
provision in the act is estimated to be $11 million a year for the first 10 years 
and $15 million a year for the next 10 years, $9 million a year for the third 
decade, $3 million for the next 10 years, and steadily decreasing amounts there- 
after until the savings vanish, approximately in the year 2000. The dollar sav- 
ings in benefits over the period of the next 50 years comes to about $385 million. 
These aggzregate benefits when taking the 3 percent interest rate into account yield 
on the one hand a present value of about $250 million, on the other an accumulated 
amount of somewhat more than $1 billion, when considered in terms of the future 
value 50 years from now. The latter figure represents the addition that will be 
available to reserves calculated otherwise as of the year 2000 when the savings 
of the prior service restriction provision are included. (In this connection it 
should be noted that any amount invested at 3 percent interest compounded 
annually doubles itself every 23% years.) 

The Board is reliably informed that the joint committee of the Senate and 
House of Representatives established, pursuant to Senate Concurrent Resolution 
51, Eighty-second Congress, first session, to study the railroad retirement system 
is now considering the propriety of striking the last paragraph of section 3 (b), 
as proposed in the bill, in the light of the adverse effect on the railroad retirement 
account which such action would have. In view of this the Board suggests that 
action on this bill be postponed pending the receipt by your committee of the 
views of this joint committee. 

Sincerely yours, 





WILLIAM J. KENNEDY, Chairman. 


[H. R. 83871, 82d Cong., 2d sess. ] 
A BILL To amend the Railroad Retirement Act of 1937, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 3 (b) of the Rialroad Retirement 
Act of 1937, as amended, is hereby further amended, effective October 30, 1951, 
by striking the last paragraph thereof. 


JULY 2, 1952. 
Hon. Rosert CROsseER, 
Chairman, House Committee on Interstate and Foreign Commerce, 
New House Office Building, 
Washington 25, D.C. 


DrAR Mr. Crosser: This is in reply to your request for a report in triplicate 
on the bill H. R. 8371 introduced in the House of Representatives by Mr. Van 
Zandt on June 26, 1952, and referred to your committee for consideration. 

This bill is substantially the same as the bill H. R. 8323 introduced in the 
House of Representatives by Mr. Van Zandt on June 20, 1952, except that this 
bill would make its provisions effective on October 30, 1951, whereas the bill H. R. 
$323 would make its provisions effective on the date of its enactment. 
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By its letter of June 26, 1952, the Board has already reported to your com- 
mittee on the bill H. R. 8323; and the Board’s comments and suggestion in that 
letter, to which we respectfully refer you, are equally applicable to the bill 
H. R. 8371. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 


9» 


(See also report on H. R. 8323, p- 10.) 





[S. 2794, 82d Cong., 2d sess. ] 


A BILL To amend section 8 of the Railroad Retirement Act of 1937, as amended, to 
provide more adequate pensions for individuals who rendered service prior to January 
1, 1937, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That (a) that part of paragraph (1) of sub- 

section 3 (b) of the Railroad Retirement Act of 1937, as amended, which pre 
cedes the colon contained therein is amended to read as follows: 

“(1) In the case of an individual who was an employee on the enactment date, 
the years of service shall include all his service, and no service rendered prior to 
January 1, 1937, shall be excluded therefrom.” 

(b) Subsection (¢c) of section 3 of such Act, as amended, is amended to read 


as follows 
“MONTHLY COMPENSATION 


(c) The ‘monthly compensation’ shall be the average compensation paid to 
an employee with respect to calendar months ineluded in his ‘years of service,’ 
except (1) that with respect to service prior to January 1, 1937, the monthly 
compensation shall be the average compensation paid to an employee with respect 
to calendar months included in his years of service in years beginning after 
December 31, 1936, and (2) the amount of compensation paid or attributable as 


paid to hi with respect to each month of service before September 1941 as a 
station employee whose duties consisted of or included the carrying of passengers’ 
hand baggace and otherwise assisting passengers at pasenger stations and whose 





remuneration for ervice to the employer was, in whole or in substantial part, 
in the forms of tips, shall be the monthly average of the compensation paid to him 
as a station employee in his months of service in the period September 1940- 
August 1941: Provided, however, That where service in the period after Decem- 
ber 31, 1936, in the one case, or in the period September 1940—-August 1941, in the 
other case, is, in the judgment of the Board, insufficient to constitute a fair and 
equitable basis for determining the amount of compensation paid or attributable 
as paid to him in each month of service before 1937, or September 1941, respec- 
tively, the Board shall determine the amount of such compensation for each such 
month in such manner as in its judgment shall be fair and equitable. In com- 
puting the monthly compensation, no part of any month’s compensation in excess 
of $300 shall be recognized.’ 

Sec. 2. (a) The amendments made by this Act shall be effective with respect to 
benefits accruing under the Railroad Retirement Acts after the last day of the 
mon n which this Act is enacted, irrespective of when service or employment 
occurred or compensation or wages were earned, 

(b) All recertifications by the Railroad Retirement Board required by reason 
of the provisions of this Act shall be made without application therefor. 


} 
il | 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT BOARD, 
Chicago, Jil., June 30, 1952. 
Hon. JAMEs E. Murray, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear SENATOR Murray: This is a report on S. 2794, which was introduced in 
the Senate on March 6 (legislative day, February 25), 1952, by Senator Langer, 
and referred to your committee for consideration. 

S. 2794 would amend the Railroad Retirement Act in two respects: 

1. Prior service (i. e., service performed before January 1, 1937, when rail- 
road retirement taxes began) would be credited without any limitation. (At 
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present, only 30 years of service can be credited when any service before 1937 
is used in computing the annuity.) 

2. The average compensation attributable to prior service would be based 
on earnings after 1936; i. e., the annuity would be derived from the subse 
quent service average compensation and the total years of service including 
subsequent service, as well as prior service. (At present, the compensation 
attributed to prior service is obtained by averaging the monthly compensation 
paid for months of service in the base period, January 1924-December 1931.) 

In some cases, the employee or annuitant had no subsequent service; in others, 
the average compensation for such service was less than that hitherto used for 
his prior service. The enactment of this bill, without a saving clause, would 
apparently require the Board to cease paying annuities to those with no subse 
quent service, and to reduce the annuities of those whose subsequent service 
average was less than that already used for their prior service 

Railroad retirement taxes began on January 1, 1937. When the Railroad 
Retirement Act was originally enacted, it was considered that it was not finan 
cially practicable to allow credit for more than 80 years of service, where any 
untaxed service was included in the annuity. If S. 2794 should be enacted, the 
general effect would be to credit additional service on which no taxes had been 
paid and therefore to require employees who had paid and were paying taxes 
on subsequent service to contribute (even more than they have been contributing) 
to the benefits of those who had paid no or little tax without a corresponding 
increase in their own annuities. 

The major problem in increasing benefits under the Railroad Retirement Act is 
to provide the funds to pay for such increases. At present, the tax rate on an 
employee’s pay up to $300 a month is 6.25 percent. Employers pay an equal 
amount, making the total tax rate 12.50 percent of taxable payroll. The esti 
mated cost of oe the present benefits provided by the act is 14.48 percent of 
taxable payroll (S. Rept. No. 890, 82d Cong., Ist sess., p. 11). We estimate that 
the enactment of S. 2794 would increase the cost of paying benefits by 1.75 per- 
cent of payroll, or $85,750,000 a year on the basis of a taxable payroll of $4.9 
billion, making the total cost 16.18 percent against tax receipts of 12.50 percent 
of payroll. 

lor the reasons heretofore mentioned, and because the bill makes no provision 
for financing the increased cost of the benefits it would provide, the Board recom- 


{ 


mends that no favorable consideration be given §, 275 
This report has bet ni cleared with the Bureau ol tl e Budget Se which informs 
us that there would be no objection to its submission. 
Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 


Senator Doveras. Next I should like to place in the record a list 
of proposed changes to the Railroad Retirement Act and the costs 
of these changes as estimated by the Railro: id Retirement Board. 

(The list referred to follows :) 


List OF PROPOSED CHANGES IN BENEFITS STRUCTURE OR ELIGIBILITY REQUIREMENTS 
OF THE RAILROAD RETIREMENT SYSTEM 


1. Delete one or more types of benefit now being paid such as spouse’s benefit, 
widower’s, parent’s, or other (deletion of spouse’s benefit would save $50 mil- 
lion a year). 

2. Increase all benefits—retirement, survivors, disability—across the board by 
a flat percentage (an increase of 15 percent would cost $108 million a year). 

3. Increase all employee retirement annuities, spouse’s benefits, and pensions 
by a flat percentage (an increase of 25 percent would cost $155 million a year). 

4. Increase all survivor benefits by a flat percentage (an increase of 25 per- 
cent would cost $25 million a year). j 

5. Provide for a flat minimum on employee retirement benefits (before the 
prior service restriction) (a minimum of $100 a month with no increase in annui- 
ties now in excess of $100 would cost $60 million a year). 

6. Guarantee widow’s benefit to be no less than one-half of annuity for which 
employee was eligible at time of death had he then been 65 years of age (cost: 
$45 million a year). 

7. For the “monthly compensation” on which benefits are based, use the aver- 
age compensation for the employee’s 5 years of highest earnings, for all em- 


26545 55—2 
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ployees (cost: $55 million a year) ; or for those of a certain age and/or length 
ot service. 

8. For service performed before 1937, change the “monthly compensation” basis 
from the 1924-31 average to the average for the period after 1936, if more 
favorable to the employee (cost: $25 million a year); or to the average for 
the total years of service, including both prior and subsequent service (would 
increase some annuities but decrease others. Cost figure not available since this 
would involve reconstructing all prior service earnings and recomputing most 
annuities). 

9. Provide full retirement annuities for employees who retire after 30 years 
of service regardless of age (cost: $165 million a year) ; or at age 60 (cost: $79 
million a year). 

10. Reduce the age requirement for receiving full annuities for those with at 
least 10 years of service from age 65 to age 60 (cost: $83 million a year). 

11. The present age requirement (65) for aged widows’, widowers’ and 
parents’ annuities should be eliminated altogether (cost: $49 million a year) ; 
lowered to age 60 (cost: $26 million a year) ; or lowered to age 55 (cost: $35 
million a year). 

12. Credit prior service (pre-1937) of employees on furlough on first enact- 
ment date (August 29, 1935) who are otherwise unable to receive credit for 
such service under the present act (cost: less than $50,000 a year). 

13. Permit occupational disability benefits regardless of years of service (cost: 
not available) ; or age (cost: not available). 

14. Permit receipt of a spouse’s benefit by a spouse of any annuitant, regard- 
less of either’s age (cost: $22 million a year); or by a spouse, age 65, of any 
annuitant, regardless of the annuitant’s age (cost: $1.5 million a year); or by a 
spouse, age 65, of any disability annuitant, regardless of the annuitant’s age 
(cost: $1.25 million a year); or by a dependent husband, age 65, of a female 
annuitant receiving a full annuity at age 60 (cost: less than $25,000 a year). 

15. Change the relationship requirements for the payee of the “insurance lump 
sum” death payment. 

16. Change the amount or basis of computing the “insurance lump sum” 
benefit 

17. In the case of an individual retiring at age 60 on a reduced annuity, 
provide that such reduction shall come before, rather than after, the application 
of the “social-security minimum guaranty” that total benefits are to be no less 
than such total would be from social seeurity if railroad service were covered 
by the Social Security Act (cost: less than $25,000 a year). 

18. Eliminate the social-security minimum guaranty altogether (savings: 
$16 million a year). 


(Report on H. R. 8126 not submitted by Railroad Retirement 
Board. ) 

Senator Doveras. Finally, I should like to put into the record copies 
of two very concise articles. The first is entitled “Railroad Retire- 
ment Act Amendments of 1951: Benefit Provisions and Legislative 
History” by two representatives of the Social Security Administra- 
tion, Robert J. Myers and Wilbur J. Cohen (Social Security Bulletin, 
vol. 15, No. 2, February 1952). The second is entitled “Recent 
Changes in the Railroad Retirement and Survivor Benefit Program” 
by two representatives of the Railroad Retirement Board, Walter 
Matschek and Jack M. Elkin (American Economie Security. vol. 
IX, No. 1, January-February 1952). 


RAILROAD RETIREMENT ACT AMENDMENTS OF 1951: BENEFIT PROVISIONS AND 
LEGISLATIVE History 


By Robert J. Myers and Wilbur J. Cohen? 


The Railroad Retirement Act Amendments of 1951 provide for 
important changes in both the retirement and the survivor insurance 
provisions of the railroad retirement system. Some of these changes 
vitally affect the administration and financing of the Federal old-age 


1Mr. Myers is the chief actuary of the Social Security Administration, and Mr. Cohen 
is technical adviser to the Commissioner for Social Security. 
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and survivors insurance program. This article is devoted largely 
to a summary of the more important benefit provisions and the 
history of the legislation and is intended both for the general reader 
and for those who will have the responsibility for administering 
the provisions affecting old-age and survivors insurance. The March 
sulletin will report in detail on the provisions for financial inter- 
change between the oid-age and survivors insurance and railroad 
retirement programs. 

The Railroad Retirement Act Amendments of 1951 became Public Law 23 
(S2d Cong., 1st sess.) on October 30, 1951, when President Truman affixed his 
signature to H. R. 3669. In signing the bill, President Truman stated that the 
legislation “will provide substantially higher benefits for railroad workers who 
have retired because of age or permanent disability, and for the widows and 
orphans of railroad workers.” 

The amendments provide the first significant revision of the Railroad Retire- 
ment Act since 1948, when Congress raised the retirement benefits 20 percent 
to allow in part for changes in cost-of-living and wage levels since the period 
before World War II.* In 1946 there had also been important amendments to 
the railroad retirement system,’ the most significant of which was the introdue- 
tion of survivor benefits coordinated to a certain degree with those under old-age 
and survivors insurance. The 1951 law deals almost entirely with the benefits 
under the railroad retirement system, although there is a minor amendment 
to the Railroad Unemployment Insurance Act; no changes are made in the 
Carriers Taxing Act, which contains the provisions for assessing the contribu- 
tions to finance the railroad retirement program. 

It is significant that Congress at the same time it passed the 1951 legislation 
also adopted Senate Concurrent Resolution 51,* establishing a joint congressional 
committee to “make a full and complete fact-finding study and investigation of 
the Railroad Retirement Act.” Among the matters to be studied are the relation- 
ship between this program and the old-age and survivors insurance system, both 
as to benefits provided and as to simplification of administration. Particular 
emphasis and study are to be given to the cost of the railroad retirement program 
and to means of strengthening its financing basis. Such a study, President 
Truman stated, “is a very desirable step. There are real and serious questions 
to be settled before we can feel confident that we are giving adequate and fair 
protection, on a sound financial basis, to retired workers and survivors. I hope 
the committee will be able to report in time for legislative action next year.” 


NEED FOR LEGISLATION 


The immediate need for the legislation arose because of the general increases 
in the cost of living and in wages that have occurred in the past decade. The 
1948 amendments had provided an increase of 20 percent in the retirement 
benefits but made no substantial change in the survivor benefits established in 
146. 

Since retirement benefits are based on railroad service and compensation both 
before and after the inception of the program in 1937, increases in wages in 
the past decade have had little effect on benefits for workers retiring in recent 
years and, of course, no effect for those who had retired before 1940. The 20- 
percent increase in 1948 was thus only partial recognition of the economic 
changes that had occurred, and further increases seemed necessary if the relative 
benefit adequacy originally planned were to be restored. 

Furthermore, the survivor benefits in virtually all instances were less than 
those that would have been payable on the basis of the same earnings history 
under the old-age and survivors insurance system as amended in 1950.2. This fact 
was also true of retirement benefits for a worker who had had little or no railroad 
employment before 1937. Since the employee contribution rate under the rail- 
road retirement system in 1951 (6 percent) was four times as high as that under 
old-age and survivors insurance (11% percent), it hardly seemed equitable that 
in some cases the benefits to railroad employees were lower. 


2See Wilbur J. Cohen and James L. Calhoon, Social Seenrity Legislation, January 
June 1948: Legislative History and Background, Social Security Bulletin, July 1948 

3 See Jack M. Elkin, The 1946 Amendments to the Railroad Retirement and Railroad 
Unemployment Insurance Acts, Social Security Bulletin, December 1946 

4Agreed to by the Senate on October 15 and by the House the next day (with a minor 
amendment that the Senate accepted on October 17). 

5 See Wilbur J. Cohen and Robert J. Myers, Social Security Act Amendments of 1950: 
A Summary and Legislative History, Social Security Bulletin, October 1950. 
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SUMMARY OF PROVISIONS 


The principal provisions of the railroad retirement system, both those of the 
previous law and those of the new law, are shown in the accompanying chart, 
The new law makes nine important changes: 

1. The formula for retirement annuities is modified to provide a 15-percent 
increase for both present and future annuitants. 

2. A spouse’s annuity is provided, under certain conditions, when both spouses 
are aged 65 or over (and also when a wife is under age 65 and has a dependent 
child under age 18 in her care). The amount of the spouse’s annuity is 50 per 
cent of the husband's full retirement annuity but cannot exceed $40 a month 
(except under unusual circumstances). 

3. Monthly survivor benefits are increased 4 percent and the lump-sum 
death payments 25 percent by a change in the benefit formula,’ with a further 
increase for those with high earnings (since the previous $250 maximum on the 
average monthly remuneration used in computing the survivor benefits is raised 
to $300) 

4. Both retirement and survivor benefits, but particularly the latter, are in- 
creased further in a number of instances by the “old-age and survivors insurance 
minimum guaranty” provision, which stipulates that benefits are to be at least 
as large as those that would be payable for the same wage history under old-age 
and survivors insurance. 

5. Retirement annuities are to be reduced for persons also receiving retirement 
benefits under old-age and survivors insurance if railroad service before 1937 is 
counted in determining the railroad benefit (but for beneficiaries on the rolls 
when the bill was enacted and who were then receiving old-age and survivors in 
surance benefits, such reduction may not result in railroad retirement benefits 
lower than those previously received). 

6. In computing retirement benefits, service after age 65 is credited, whereas 
formerly service beyond the calendar year in which age 65 was attained could 
not be counted. This change 
those on the rolls when the bill became law, so that many retirement annuities 
are further increased.’ 

7. For deaths and retirements of individuals with less than 10 years of rail- 
road service,” benefits (other than the residual death payment described later) 
will not be paid by the railroad retirement system, except when the award was 
made before October 30, 1951; instead, the wage credits for service after 1936 
will be transferred to the old-age and survivors insurance program. These 
workers or their survivors may then receive old-age and survivors insurance 
benefits. There is no provision for refunding the excess of contributions under 
the railroad system over those that would have beeen paid under old-age and 
survivors insurance for the same employment (other than the residual death 
payment): the railroad retirement system retains such excess contributions 
from the short-service employees and their employers, and these funds assist in 
meeting the over-all costs of the program. 

8. To compensate for the preceding change and for other reasons, financial 
interchanges will be made between the two programs that will place the old- 
age and survivors insurance trust fund in the same position as it would have 
been if railroad employment had always been covered by old-age and survivors 
insurance. 


531 
l 





is applicable not only for future cases but also for 














* Survivor benefits are computed by applying certain percentages to the so-called “basic 
amount.” On the whole, these percentages under the previous law paralleled those under 
old-age and survivors insurance (75 percent, for example, for a widow aged 65 or over) 
The amendments left the basic amount unchanged but raised the beneficiary percentages 
applied thereto 3514 percent for monthly benefits and 25 percent for the lump-sum death 
payment. Mathematically, this procedure has the same effect as thougl the factors that 
are applied to various portions of the average monthly remuneration to obtain the basic 
amount had been increased 3314 percent and the beneficiary percentages left unchanged 
(except for the lump-sum payment) For comparability with old-age and survivors in 
surance, the latter concept is used in this article, with suitable notation as to the “adjusted 
basic amount’ and with the beneficiary percentages in effect remaining unchanged. 

7In general, this change does not greatly increase benefits for those who had service 
after age 65 but who have previously been credited with the maximum service of 30 
years now possible. For such retirants there will usually be a relatively small increase 
if the use of service performed after age 65 results in higher average monthly com- 
pensation, although in a few cases this service may produce a slightly lower average and 
thus a decrease in the annuity ; 

8 In determining whether this 10-year test is met, service before 1937, when contributions 
were first collected, is included When such total service is less than 10 years the 
individual loses credit for all such “prior service” he may have had. F 
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9. In the application of the work clause under old-age and survivors insur- 
ance, railroad earnings are to be considered as covered wages; thus an indi- 
vidual cannot engage in railroad employment for wages of more than $50 a 
month and receive old-age and survivors insurance benetits, as was formerly 
possible. As before, however, a railroad annuitant may engage in employment 
covered by old-age and survivors insurance without affecting his railroad re- 
tirement benefit. 

‘The various benefit changes described above are generally effective for Novem- 
ber 1951. Under administrative procedure, payments of benefits for November 
1951 were made at the beginning of December 1951, but in these checks only the 
increases of 15 percent in retirement annuities and of 3314 percent in monthly 
survivor benefits were made. Retroactive adjustments will be made to reflect 
the effect of the other changes. 


LEGISLATIVE HISTORY 


Congressional action on the railroad retirement provisions began with a 
consideration of H. R. 8669 (and its companion bill S. 1347) and H. R. 3755 
(and its companion bill S. 1353). These bills, introduced in April 1951, em- 
bodied two somewhat different approaches. Both House bills were introduced 
by Representative Crosser, chairman of the Committee on Interstate and Foreign 
Commerce, while both Senate bills were introduced by a bipartisan group that 
included Senator Murray, chairman of the Committee on Labor and Public 
Welfare, and Senator Douglas, chairman of the subcommittee that studied the 
problem. The approach in H. R. 3669 had the support of the 18 “nonoperating” 
labor organizations (affiliated in the Railway Labor Executives’ Association) 
that represent roughly three-fourths of all railroad employees; H. R. 3755 was 
supported by the four “operating” labor organizations that represent most of 
the other employees. 

Hearings were held on these as well as on various other railroad retirement 
bills.” The Senate hearings began April 27 and ended May 14, while the Hotse 
hearings began May 15 and ended June 6. As a result of the House hearings, 
and in an attempt to find a solution to the problem, another bill—H. R. 4641— 
was introduced in June by Representative Priest, a member of the Committee on 
Interstate and Foreign Commerce. 

H. R. 8669 as introduced 

This bill contained most of the features of the final legis'ation, but it also had 
many features that were not a part of the law as enacted. The following 
provisions are among the more important items that were changed in the final 
version. 

(1) Increase in retirement annuities by varying amounts, ranging from 1314 
percent to 16% percent (rather than a uniform 15 percent) ; 

(2) The maximum for a spouse’s annuity of S50 a month (rather than the 
$40 in the final legislation, which the Senate committee; in describing its subse- 
quent action, noted as also being the maximum for a wife’s benefit under old- 
age and survivors insurance) ; 

(3) Maximum taxable and creditable compensation after 1951 of $400 a month 
(rather than $300) ; 

(4) A new formula for computing survivor benefits that would increase them 
on the average by roughly 75 percent (rather than the smaller increases 
adopted) ; 

(5) Withholding of retirement annuities if the annuitant, aged 65 or older, is 
in employment covered by old-age and survivors insurance (and would have 
his benefit suspended under the old-age and survivors insurance work clause— 
for example, by earning more than $50 per month in covered employment) ; 

(6) Making financial interchange between the railroad retirement and the 
old-age and survivors insurance systems the subject for a joint study to be 
submitted to Congress by 1956 (instead of becoming effective immediately with- 
out further legislative action) ; 

(7) Service after age 65 creditable only for benefits awarded after enact- 
ment of the amendments (instead of including beneficiaries on the rolls, as in 
the final legislation) ; 


® Representatives of the Federal Security Agency were asked to testify before the Senate 
subcommittee (Hearings Before the Subcommittee on Railroad Retirement Legislation 
of the Committee on Labor and Public Welfare on Bills To Amend the Railroad Retirement 
Act of 1937 (U. S. Senate, 82d Cong., Ist sess.), pp. 541-563). For the written views 
of the Agency, see Senate Hearings. pp. 608-614, and Report of the Senate Committee 
on Labor and Public Welfare on S. 1347, p. 14. 
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(8S) Incorporation of many of the benefit features of the 1950 amendments 
to the old-age and survivors insurance system. Some of these were retained 
in the final legislation (for example, benefits for retired workers’ wives under 
age 65 caring for a dependent child: benefits for aged, dependent husbands and 
widowers; similarity of definitions of dependents; and payment of retroactive 
benefits for as much as 6 months), while others were omitted (for example 
benefits for the former wife divorced who has a dependent survivor child in 
her care; payment of an additional amount, in effect, for the first survivor 
child; payment of child’s benefits regardless of school attendance between ages 
16 and 18; an increase in parent’s benefits to the same size as widow’s benefits ; 
and lump-sum paymencs for all deaths rather than only when no survivors are 
eligible for immediate monthly benefits). 

H. R. 3755 

H. R. 3755 provided for relatively few changes in the program, principally 
an increase of 25 percent in all retirement annuities; survivor benefits, on the 
whole, would be increased in the same proportion. Subsequently the supporters 
of this legislation redrafted the bill because of cost considerations so that the 
retirement annuities would be increased by 1624 percent; while no general 
increase would be made in the survivor benefits, it was recognized that such 
a step Was necessary and should be immediately studied.” 

H.R 4641 

H. R. 4641 also provided for relatively few changes, with the benefit increases 
being, on the whole, lower than in the previous bills. All retirement annuities 
would be increased 10 percent, while survivor benefits would be made payable 
under the same conditions, in approximately the same amounts, and to the 
same classes of survivors as under the old-age and survivors insurance system. 
Certain provisions were the same as in the final legislation; both retirement 
and survivor benefits were to be at least as large as the benefits or additional 
benefits payable under old-age and survivors insurance if railroad service had 
been counted as covered employment thereunder, and benefits were reduced for 
annuitants also receiving old-age and survivors insurance benefits. H. R. 4641 
also contained a provision (present in H. R. 3669 as introduced but not in the 
final legislation) preventing payment of railroad benefits to an annuitant who 
is past age 65 and who is in employment covered by old-age and survivors in- 
surance if the work clause of that program would prevent benefit payment. 











” Hearings Before the Committee on Interstate and Foreign Commerce on H. R. 3669, 
H. R. 3755, and others (House of Representatives, 82d Cong., 1st sess.), pp. 482-484. 
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TABLE 1.—Illustrative monthly retirement annuities under the Railroad 
Retirement Act 











New ‘ 
A veragt ont ( N wetae | ts . 
ble eligibl 
year rvice 
$100 2 $9 2 $294 15 $36. 23 
$150 2 3 2 34. 50 51. 75 
$200 ( 41 62 
$250 $2 18. 30 72. 45 
$300 18 55. 20 82. 80 
$100 2 $42. 01 2 $48. 3 $72. 45 
$150 10 
aZw >) a? % , i) 
S250 $ 
$300 4 1). 4 
$100 | $f $72. 45 $108. 68 
$150 n).U 30 143. 50 
$200 | 108. Of 124. 2 164. 20 
$250, L2¢ 44. 184. 90 
$300 144. 04 165, 60 205, 60 
$100 | S24 | $06. 60 $136. 60 
| 12% x (i 178. 00 
| l44 ] 205. 60 
| 168 2 2 20 
| 42.0 220. St 260. SO 
| 
1 Does not take into account the pr ions ft nerease if necessary t rantee that benefits will at 
least equal those that would have been payable u l-a irvi f e wage 
history, or for a decrease when annuity is based on “‘prior service’’ (before 19 nd oid-age and survivor 
insurance benefits are also heing pai 
2 Minimum annuity provision would be applicable for those wit current connection” and would yield 
larger amounts than those shown. In such cases this provision would raise the benefits for a 10-year man 
to those shown for a $200 man and for a 20-year man to those for a $150 mar 
3 Persons using prior service cannot have total service of more than yeal Accordingly, persons retir- 
ing in 1977 are the first who can get credit for 40 years of service 


H. R. 8669 as reported by committee 

By a vote of 18 to 12, the House Committee on Interstate and Foreign Com- 
merce voted on September 19 to report out a completely revised version of 
H. R. 3669. This action was taken immediately before the House took an ex- 
tended recess. The two other major bills considered (H. R. 3755 and H. R. 
4641) had a significant effect on the provisions of the reported bill. 

The provisions were relatively simple, providing a flat increase of 15 per- 
cent for retired workers, 3344 percent in monthly benefits for survivors, and 
25 percent in lump-sum death payments. In its report, the committee ex- 
pressed its intention to make a further study of the controversial issues in- 
volved and its belief that immediate action should be taken to raise the bene- 
fits. The committee report also contains the views of the minority (including 
Chairman Crosser), strongly advocating the provisions of the bill as it had 
been introduced. 

H. R. 3669 as passed by House 

The House debated the legislation on October 4 and completed its action 
on October 16 (the day after the Senate had acted on the companion bill, 
S. 1347). During the debate, Representative Crosser offered a substitute that 
closely paralleled the provisions of the bill he had originally introduced. This 
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substitute was rejected by a vote of 114 to 158. Representative Harris, on be- 
half of the majority of the Committee on Interstate and Foreign Commerce, 
offered a substitute for the reported bill that was adopted without record 
vote 

ited by the House were in essence those of H. R. 3669 
ssed by the Senate. In addi- 
its and lump-sum death pay- 





iin features of S. 1347 as 





tion nereasing retirement and survivor ben 
ments, the bill passed by the House provided for spouse’s and widower’s annuities, 
as in the final legislation. It also carried the “old-age and survivors insurance 
minimum guaranty” provision, just as in the final legislation, except that to 


obtain this guaranty a “current connection” would be required. In general, 
this requirement is met when the individual, at the time of his retirement 
or death, had 1 vear of railroad service in the nreceding 2! vears The bill 
; ‘ oo oa :; “qr \ 
also contained a number of minor provisions that we i both S. 1847 and the 


final legislation. 





PARI Z Ill trative monthly survivor ¢ nuities j /] Railroad R i 
Ler 
W ! Wid I I 
( iw N \ Old la N law 
j 
| 
y » s el | st ¢ ~~ 2 
My 43. 2 2.19 l 
> ™ 1 &! oo 
$25 19 1. 40 1. 44 145. Of 
$ 13.31 60. 00 101. OF 150. 00 
i) 

( g99 9 LOO / SER | 01. 0 
1K a2 7 15 00 73. 7 1 an 
. 2 5 &9, 2 130. 00 
$ 12. 75 "0 99. 75 145.00 
‘ 4 63.00 110 150. 00 

( 36 
) 31 ¢ $42 $73. 94 £98. 58 
$ f 48 85. 31 115. 00 
$200 41.44 AA. 25 06. 69 130. 00 
$ 4¢ | 61 5 108. 06 $145. 00 
+ 51.19 68. 25 119. 44 159. 25 
4 Y 
» $34. 13 MM ) $79. 63 $106. 17 
$ 13S ) 41, 88 122 ) 
eD 14. ( 50 4.13 138. 83 
. ) 40, 8S 6 ) 116. 38 1 17 
$30) 55. 1 73. F) 128. 63 4 160.00 
I 1 t err ( ce at age 21 in 1951 lat nd to re 1 steadily empl 
\ igur licat irvi benefit 10uld t ecur at es 31, 41, 51, a 61 
l ] l l retir t t for less than 10 a f service 
oO 1 1 rovi spplicabl 
431 un | f | 


S. 1347 as passed by Senate 

On October 4, the Committee on Labor and Public Welfare unanimously re- 
ported S. 1347 to the Senate. As introduced, S. 1347 had been a companion bill to 
H. R. 3669, but the bill as reported was a complete substitute. It differed from 
the final legislation in only one important respect—it increased from $300 to 
$350 the creditable and taxable monthly wage base, while the final bill retained 
the $300 figure that had been in effect since the system began in 1937. 
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On October 15 the report was taken up by the Senate and after debate was 
adopted without a record vote. On October 17 the Senate, in order to take the 
legislation to conference, considered H. R. 3669 as passed by the House the pre- 
vious day and by unanimous consent approved it but with the wording of S. 1347 
as passed by the Senate substituted for the language in the House bill. 

Conference action 

On October 18 the conferees met and reported an agreement, which on the next 
day was accepted by the House by a vote of 339 to 0 and by the Senate by unani- 
mous consent. As indicated previously, the provisions of the final legislation 
were virtually the same as the bill originally passed by the Senate, with the 
exception that the maximum wage base was not increased. The important 
changes from the bill originally passed by the House were the transfer of 
employees with less than 10 years of service to the old-age and survivors insurance 
system, the financial interchange provisions between the two systems, certain 
provisiodns relating to duplication of benefits, and provision for recomputation 
of benefits previously awarded to take into account service after age 65. 


TABLE 3. trerage monthly benefits? under the Railroad Retirement Act and 
under old-age and survivors insurance, October 1951 


> road Retirement + 
Railroad R n Act A veragt 
benefit 
cae aid 
ype of beneficiary Average benefit oe ee 
Numbe rf we and 
eal survivors 
pet is j 1 Ce 
Old aw | New law insurance 
Annuitant over age 65 212, 500 $84 2 $109 3 $50 
Annuitant under age 65 44, 800 75 86 *) 
Pensioner 5 6, 600 71 2 4) 
Aged widow 84.000 i) 4() 2 
Widowed mother 13, 300 28 39 34 
Child 47, 700 17 29 27 
Parent 1, 100 17 40 37 
1 Rounded to the nearest dollar. 
2 Includes spouse’s annuity, when payable. 
§ Includes wife’s and child’s benefits, when payable. 
4 Not applicable. 
5 Pensioners taken over from former railroad pension plans in 1937. 
Source: Railroad retirement data from letter of Railroad Retirement Board to Bureau of the Budget, 


Oct. 23, 1951. 
BENEFITS UNDER NEW LAW 
Illustrative benefits 

Table 1 shows illustrative retirement annuities under Public Law 234, as con- 
trasted with those under the previous law. The amounts are those arising under 
the benefit formulas without taking into account the minimum annuity provision 
for those with a “current connection” or, for the new law, the provisions for cor- 
relating the payments to a certain extent with those under the old-age and 
survivors insurance system. 

In table 2, illustrative survivor annuities under the new law are contrasted 
with those under the former law for an individual entering railroad service at 
age 21 in 1951 (or thereafter) and remaining steadily employed therein at a level 
wage. No illustrative survivor annuities for workers now at the middle and older 
ages (regardless of whether they had service before 1951) are shown since, in 
the near future and possibly for many years to come, the great majority of the 
claims for this group will be paid under the ‘old-age and survivors insurance 
minimum guaranty” provision rather than under the railroad retirement benetit 
formula. This minimum provision has relatively slight effect on retirement 
annuities except when the amount of credited railroad service has been little 
more than 10 years. 


Average benefits 

The net effect of the various benefit changes is shown in table 3, which contrasts 
for different types of beneficiaries the average monthly benefits actually paid for 
October 1951 before the amendments went into effect and the estimated averages 
that would have been paid if the amendments had been in effect in that month. 
For comparative purposes, average benefits under the old-age and survivors 
insurance system are also shown. 
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The increase for annuitants over age 65 is about 30 percent—the result princi- 
pally of the 15-percent flat increase, the addition of the spouse’s annuity (payable 
in about 40 percent of the cases), and the crediting of service beyond age 65; 
there is also present the effect of a decreasing factor—the offset feature for those 
receiving old-age and survivors insurance benefits. The increases for survivor 
benefits are somewhat higher than the 3314-percent flat increase in the benefit 
formula because of the “old-age and survivors insurance minimum guaranty” 
provision; for children the increase is about 70 percent, and for parents, more 
than 100 percent, 

In comparison with the old-age and survivors insurance benefits, the new rail- 
road retirement benefits are notably higher for retirement cases and only slightly 
higher for survivor cases, since—though the benefits are computed in essentially 
the same way—railroad earnings are somewhat higher on the average. 


BENEFIT INTERRELATIONSHIPS BETWEEN THE TWO PROGRAMS 


} 


Under the new legislation, there are a number of situations in which benefits 
under the railroad retirement and old-age and survivors insurance programs are 
interrelated. This section will give hypothetical examples of how such situations 
will work out. 





Vinimum gquarantyu—Retirement annuities 


The retirement annuity—plus the spouse's annuity, if any——is guaranteed to at 
least equal the amount that would have been payable under old-age and survivors 
insurance if the individual’s railroad service had been credited thereunder. 
When the individual is receiving, or is eligible to receive, old-age and survivors 
insurance benefits based on his earnings under that program, then the guaranty 
relates to the additional amount that the railroad earnings would have produced 
under old-age and survivors insurance if added to the earnings from which his 
and survivors insurance benefit is determined. 
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Consider, for example, an individual who entered railroad service at the be- 
ginning of 1937, who retires at age 65 at the end of 1952 after having earned $300 
in each month of the 16 years, and who never had old-age and survivors in- 
surance wage credits. Assume that he has a wife aged 65 and an adopted child 
aged 17. Under the new railroad retirement benefit formula he would receive 
$88.32 a month, plus an additional $40 for his spouse, making a total of $128.32. 
If his railroad service had been counted under the old-age and survivors in- 
surance system, he would have been eligible for an old-age insurance benefit of 
$80: the additional! benefits ($70) for his wife and dependent child “ would bring 
the total to $150 Accordingly, in this case, the man’s railroad retirement an- 
nuity and the spouse’s annuity would be increased so that they would total $150.* 

The guaranty provision applies only for months for which the old-age and sur- 
vivors insurance benefits would be payable. For instance, if in a certain month 
the child receives more than $50 in employment under the old-age and survivors 
insurance program, the total benefit payable under that program would have 
been reduced from $150 to $120. Accordingly, for that month the annuity pay- 
able under the railroad retirement program would be reduced to the $128.32 
arising under that program’s benefit formula. The result would be the same 
when the child reaches age 18 and any benefits for him under old-age and sur- 
vivors insurance would be permanently terminated. 

If this individual had had a small amount of coverage under the old-age and 
survivors insurance program—sufficient, say, to qualify him for the minimum 
old-age insurance benefit of $20, plus an additional $20 for his wife and child— 
the guaranty provision would have no effect on his railroad annuity. (Nor 
would the provision against dual receipt of benefits, discussed subsequently, have 
any effect, since this individual is assumed to have no “prior service.) His addi 
tional beneiits under old-age and survivors insurance as a result of counting 
railroad service would then be $110. Since this amount is less than would be 
paid under the railroad retirement benefit formula, he would receive $128.32 
from the railroad system and $40 from the old-age and survivors insurance 
system 

There may be situations, similar to the one described above, where the rail 
road benefit is increased by the “old-age and survivors insurance minimum 
guaranty” provision, and yet old-age and survivors insurance benefits are also 
paid. For instance, if the individual had a minmium old-age and survivors 
insurance benefit of $20, and if his railroad earnings had averaged $150 a month 
in 1987-52 (but $300 in each month of 1951 and 1952), the new railroad retirement 
formula would give a benefit of $82.80 (including spouse’s annuity). By the 
operation of the guaranty, the total railroad benefit would be increased to $110, 
which—with the $40 paid by old-age and survivors insurance—would total the 
$150 that the old-age and survivors insurance program would pay if his railroad 
earnings were counted as “wages.” 

Vinimum gquaranty—Survivor benefits 

For benefits to the survivors of decreased individuals having 10 or more years 
of railroad service and the required insured status, including “current connec- 
tion,” the same type of minimum guaranty applies as for retirement annuities. 
Here, however, the situation is different because (1) no credit is given for prior 
service; (2) the average monthly wage is computed in the same general fashion 
as under old-age and survivors insurance—that this, over periods of potential 
coverage rather than only over the actual months of service as for retirement 
annuities; (3) the benefit formula produces benefits in some cases lower, although 
in other cases higher, than the old-age and survivors insurance benefit formula ; 
and (4) less liberal benefit amounts are given for certain categories than under 
the old-age and survivors insurance system. 

In computing the average monthly wage (item 2 above), there is also the 
very important element that old-age and survivors insurance permits a “new 
start’; both wages and the period before 1951 can be ignored for individuals 
having six quarters of coverage after 1950. This provision will tend to produce 
a higher average wage by dropping out the lower wages of the war and prewar 





11 Under the railroad retiremeat system, no additional payment is made for the dependent 
child of a railroad worker although, when such a child is present, the wife can receive a 
spouse’s annuity even though she may be under age 65. 

12 The wife and child are each eligible for 50 percent of the man’s benefit, which would 
be $40 apiece in this case, but the $150 maximum benefit provision reduces their benefits 
to $35 each 

% Both the man’s retirement annuity and the spouse’s annuity would be increased 
proportionately, to $103.24 and $46.76, respectively ; this is the only type of case in which 
the spouse’s annuity can exceed $40. 
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periods, whereas under railroad retirement all wages and periods since 1936 
must, in general, be included. For persons not able to use the “new start” (such 
as survivors receiving benefits based on the record of a wage earner who died 
before 1952), old-age and survivors insurance benefits are computed as under 
the 1989 act and then adjusted upward by use of a conversion table that 
partially, though roughly, allows for the lower wages of the past. 

In regard to the third item, the old-age and survivors insurance benefit for- 
mula is 50 percent of the first $100 of average monthly wage and 15 percent 
of the excess, while the railroad retirement benefit formula is, in effect, 5344 
percent of the first $75 and 1314 percent of the remainder plus 1-percent incre- 
ment for each year of coverage after 1936. As a result, for workers with short 
periods of coverage, the effect of the increment under the railroad retirement 
formula is more than offset by the higher limit of the first bracket under old-age 
and survivors insurance. 

As to the fourth item, the effective benefit percentages applicable to the “ad- 
justed basic amount” (item D (2) of the accompanying chart) are frequently 
lower under the railroad retirement system than under old-age and survivors 
insurance. There is no additional family benefit (25 percent of the primary 
insurance amount) for survivor children, while parents receive, in ef*ect, benefits 
at the 50-percent rate formerly used in old-age and survivors insurance (now 75 
percent). 

For survivor awards made in the near future (and possibly for many years 
to come), the Vast majority of the amounts paid will be under the minimum- 
guaranty provision rather than under the new railroad retirement benefit for- 
mula. Any simple comparison is difficult to make because of the differences 
between the two programs. Illustrative calculations have been made, however, 
for an individual who died in 1951, having been covered under the railroad 
retirement program continuously since the beginning of 1987, and who left a 
widow and one child. Since this individual would not have sufficient coverage 
after 1950 to use the “new start” average wage under old-age and survivors 
insurance, the average wage is computed in approximately the same fashion 
under both programs. In obtaining the benefit under old-age and survivors in- 
surance, the conversion table would be used. The resulting benefits for the 
widow and child, based on various assumed average monthly wages, are shown 
below. 

For this particular case, the minimum-guaranty provision would apply at 
every wage level—that is, the railroad retirement system would pay the larger 
amount computed under the old-age and survivors insurance provisions.” 


Benefit under | Benefit under Benefit under | Benefit under 
Average monthly railroad old-age and Average monthly railroad old-age and 
wage retirement survivors insur- wage retirement survivors insur- 
provisions ! ance provisions provisions ! ance provisions 
$50 $38. 33 $62.70 | $200 $81.47 $96. 00 
75 57. 50 71.70 250 91.05 102. 80 
100__. 62. 30 78. 30 300__. 100. 63 102. 80 
150 ante 71. 88 87. 60 


1 Before application of the ‘‘old-age and survivors insurance minimum guaranty” provision, 


This situation will not prevail for all survivor benefits currently awarded or 
those arising in the near future, although it is believed that a substantial major- 
ity will be affected—particularly when in the middle of 1952 it becomes possible 
under old-age and survivors insurance to use the new benefit formula along with 
the “new start” average wage. 


“For a full description of the method of calculation, see Walter E. Wilcox, Analysis 
of the Benefits Under Title II of the Social Security Act Amendments of 1950, Actuarial 
Study No. 80, Social Security Administration, February 1951 (especially pp. 12, 14, 
and 15). 

%It may be noted that the family benefit based on an average monthly wage of $50 
exceeds, under old-age and survivors insurance, the average wage. This situation arises 
because most workers with an average monthly wage of $50 had much lower earnings 
than this before and during the war and much higher wages thereafter. The increase 
in old-age and survivors insurance benefits made by the 1950 amendments, in the aggre- 
gate, was designed to raise benefits so as to relate them to the increased wage and price 
levels at the time. Accordingly, the total benefit would probably be significantly less 
than the recent monthly earnings of the individual. 
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Dual receipt of benefits 

The retirement annuity of any individual entitled to an old-age insurance 
benefit (based on the individual’s own wages earned in jobs covered by the 
social security program) is to be reduced by the smaller of (1) the old-age 
insurance benefit or (2) the portion of the retirement annuity based on service 
before 1937. For beneficiaries on the rolls when the law was enacted, there is a 
saving provision to the effect that this reduction, when considered in conjunction 
with the various increases made by the benefit formula and the spouse’s annuity, 
shall not result in the individual’s receiving less than he did before the amend- 
ments, 

Consider, for example, a retired individual aged 65 or over with a wife also 
aged 65 or over. Assume that he had 20 years of service before 1937 and 10 years 
of service after 1936, all at a compensation of $200 a month. Before the amend- 
ments he was receiving a retirement annuity of $108 a month. Further assume 
that, as a result of a small amount of old-age and survivors insurance coverage, 
he had been receiving an old-age insurance benefit of $20 and his wife was 
receiving a benefit of $10. Under the amended benefit formula, the man’s retire- 
ment annuity is increased to $124.20, and in addition there is a spouse’s annuity 
of $40. The man’s retirement annuity must be reduced, however, by the old-age 
insurance benefit of $20 that he is receiving (since this is smaller than the 
portion of his retirement annuity—about $83—bhased on prior service). Accord- 
ingly, his actual retirement annuity is $104.20, while the spouse’s annuity is 
$40," so that the total payment from the railroad retirement system would be 
$144.20 as contrasted with the former $108. If the wife should die, however, the 
man’s reduced retirement annuity of $104.20 would be raised to $108, the amount 
that he had been receiving before the enactment of the amendments.” For those 
retiring after the effective date, this saving provision is not applicable. 

In some instances, this provision against dual receipt of benefits will he par- 
tially or wholly offset by the “old-age and survivors insurance minimum guar 
anty” provision described previously. In the example given in the preceding 
paragraph this guaranty would have no effect because his total railroad benefit 
of $144.20 is more than the maximum benefit for a married man and his eligible 
wife under old-age and survivors insurance ($102.80 currently and $120 for retire- 
ments after March 1952). Consider, for example, an individual retiring at age 65 
in January 1953 who has a wife aged 65 and a child aged 17. Assume thut he 
had 30 years of continuous railroad service (and thus 14 years of prior service) 
and an average monthly compensation of $125 over the period, but with $300 a 
month in 1951 and 1952. Further assume that, as a result of a small amount of 
old-age and survivors insurance coverage, he is receiving an old-age insurance 
benefit of $20, and correspondingly the total family benefit is $40. Under the 
amended benefit formula, the man’s railroad annuity is $87.98 and the spouse’s 
annuity is $40, or a total of $127.98. Because of the old-age insurance benefit 
actually paid, the man’s annuity is reduced to $67.98 and the spouse’s annuity to 
$33.99, or a total of $101.97. The “old-age and survivors insurance minimum 
guaranty” in this case is $110 (the $150 maximum family benefit—based on the 
$300 average wage in 1951 and 1952 and the two eligible dependents—less the $40 
actually paid). Accordingly, the railroad total benefit as reduced by the “dual 
receipt of benefits” provision is then adjusted up to $110 by the guaranty 
provision. 

In future years the provision against dual receipt of retirement benefits will 
have less and less effect, since fewer annuities under the railroad retirement 
system will be based on service performed before 1937. Thus, for those who have 
no prior service or for those who have at least 30 years of service after 1936, 
there will be no restrictions against receiving full, dual retirement benefits under 
the two programs. 

As in the previous law, there are provisions against payment of different cate- 
gories of benefits under the two systems for survivors, with an extension of this 
principle also to spouse’s annuities. Thus, for instance, an aged widow of a rail- 
road worker cannot receive both a widow’s annuity under the Railroad Retire- 
ment Act and an old-age insurance benefit based on her own earnings, but rather, 
in effect, only the larger of the two amounts. Similarly, an aged wife of a retired 





% When this type of reduction is made, the spouse’s annuity is half the reduced retire- 
ment annuity, but in the example given the $40 maximum would continue to apply. 

17 The same situation would occur if the individual did not have an eligible wife when 
the amendments were enacted. In other words, he would then have received no increase 
in his railroad retirement benefits since the rise due to the new benefit formula would 
have been offset by the reduction because of dual receipt of benefits under the two systems, 
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railroad worker cannot receive both a spouse’s annuity and an old-age insurance 
benefit based on her own earnings. She may, on the other hand, receive a wife’s 

| benefit under both programs; as previously described, however, since the hus- 
band’s railroad retirement annuity will be reduced in most cases in the near 
future when he also receives old-age and survivors insurance benefits, the spouse’s 
annuity under the railroad program will be correspondingly reduced.” 
Residual death payments 

The railroad retirement program provides for a residual death payment that 
gives a minimum guaranty of payments to the individual on the basis of his 
railroad wages. The amount guaranteed is 4 percent of creditable compensation 
during 1937-46 and 7 percent thereafter. The payment will always be in excess of 
the contributions the individual has made. The residual payment is determined 
by subtracting from the amount guaranteed all pnyments made under the railroad 
retirement program and certain payments made under the old-age and survivors 
insurance program on the basis of railroad earnings. 

As an example, consider an individual who had less than 10 years of railroad 
service when he retired at age 65 in December 1951, with his wife also aged 65. 
Assume that all his railroad service was after 1946 and that his total credited 
compensation amounted to $5,000, so that the minimum guaranty of benefits is 
$350. Since he had less than 10 years of railroad service, his wage history was 
transferred to the old-age and survivors insurance system and, with the wage 
credits previously established, produced an old-age insurance benefit of, say, $28 
a month, along with a benefit of $14 a month for his wife. Further, assume that 
Without the railroad wage credits he would have been eligible for the minimum 
old-age insurance benefit of $20 for himself and $10 for his wife. Upon his 
death, a lump-sum payment of $84 will be payable, and his widow will receive a 
monthly benefit of $21. 

Assume that the individual lives for one full year after retirement and that 
his widow dies 4 months later.” The residual, payment is determined as follows: 
From the $350 minimum guaranty there must be deducted the excess benefits 
received during the retired worker’s lifetime as a result of crediting the railroad 
wages (12 months at $8 for the man and $4 for his wife, or a total of $144) and 
all survivor benefits paid (the $84 lump-sum death payment and widow's benefits 
of $21 for 4 months, or a total of $168). The residual death payment would be 
$38 ($350 minus $144 minus $168). 


TRANSFER OF SHORT-SERVICE EMPLOYEES 


Provisions of the Railroad Retirement Act in regard to transfer of short-service 
employees: 
As to retirement annuities under the Railroad Retirement Act— 

“Section 2 (a). The following-described individuals, if they * * * 
shall have completed 10 years of service, shall be eligible for annuities after 
they shall have ceased to render compensated service * * *.” 

As to survivor annuities under the Railroad Retirement Act (payable only 
with respect to completely or partially insured individuals )— 

“Section 5 (1) (7). An employee will have been ‘completely insured’ 
if * * * hewill have completed 10 years of service * * *.” 

“Section 5 (1) (8). An employee will have been ‘partially insured’ 
* * * jf * * * he will have completed 10 years of service * * *,” 

As to crediting railroad service under old-age and survivors insurance— 

Section 5 (k) (1). For the purpose of determining (i) insurance bene- 
fits under title II of the Social Security Act to an employee who will have 
completed less than 10 years of service and to others deriving from him or 
her during his or her life and with respect to his or her death, and lump- 
sum death payments with respect to the death of such employee * * * 
this act shall not operate to exclude from ‘employment,’ under title II of 
the Social Security Act, service which would otherwise be included in such 
‘employment’ * * *,” 


1%’ This situation will not occur, however, when the husband's original annuity and his 
reduced annuity both total $80 or more, since in either case the spouse’s annuity is then 
the $40 maximum. 

1% Actually, this is an unusual case since both husband and wife would, on the average, 
live for about 12-14 years. In most instances there will be no residual death payment 
because the benefits paid before the death of the last surviving beneficiary will greatly 
exceed the minimum guaranty. 


26545—53 3 
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RECENT CHANGES IN THE RAILROAD RETIREMENT AND Survivor-BeNeEFITt PRroGRAM * 


By Walter Matscheck, Director of Research, and Jack M. Elkin, Chief Statisti- 
cian, Railroad Retirement Board 


Three major sets of changes have been made in the federally administered 
retirement and survivor-benefit program for railroad workers since it was defi- 
nitely set on its feet in 1937. In that year, benefits were payable for retirement 
at age 65 or, after 30 years of service, at age 60. They were payable also, in case 
of total and permanent disability, at age 60 or after 30 years of service. Sur- 
vivor benefits, mainly in the form of tax reiunds, were of minor importance. 
The first of the changes, in 1946, expanded the disability protection, added sur- 
vivor benefits similar to, and coordinated with, the corresponding social-security 
benefits, and raised some retirement benefits at the lower levels. The second, in 
1948, took the increased cost of living into account for the first time by increas- 
ing retirement benefits 20 percent. The third, approved on October 30, 1951, not 
only liberalized most benefits, both retirement and survivor, but also intro- 
duced certain important revisions that, to a substantial degree, altered the funda- 
mental character of the system. 


SUMMARY OF MAJOR CHANGES 


The immediate effect of the 1951 amendments is, beginning November 1951, to 
increase basic retirement benefits by 15 percent, and basic survivor benefits by 
334 percent. These liberalizations are accomplished by changes in the basic 
formulas. Other changes are the addition of benefits to wives and dependent 
husbands and widowers, the allowance of retirement credits for service after 
age 65, and the guaranty that, in any case, the protection afforded under the rail- 
road system must be at least equal to that available under the social-security 


This article is intended as a factual statement of the provisions of the law and their 
effect on certain classes of beneficiaries, and not as an expression of opinion as to their 
relative merits It is not to be taken as an authoritative legal interpretation: certain 
minor provisions are omitted as are certain exceptions to those discussed. 
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system. The combined effect of all the amendments is to increase retirement 
benefits currently payable, on the average, by about 30 percent, and survivor 
benefits by 45 percent. 

The last of the changes mentioned is only one of several new provisions which 
establishes new points of contact with the general social-security system. Al- 
though the two systems remain independent of each other, the area of inter- 
relationship between them, limited since 1946 to the combination of wage credits 
in determining survivor benefits under one or the other programs, has now been 
considerably widened. A second important provision transfers to the jurisdic- 
tion of the general system all individuals who retire or die with less than 10 
years of railroad service. Another reduces the retirement benefits of an employee 
who is simultaneously entitled to old-age benefits under the social-security sys- 
tem, if the former are based in part on railroad service before 1937 (the year 
taxes were first collected). At the same time, benefits to a wife (husband) are 
limited if she is entitled to social-security benefits as a retired employee or as 
a survivor. A series of others change the eligibility requirements for survivor 
benefits to make them conform more closely to, and thereby simplify their co- 
ordination with, the survivor benefits payable under the social-security system. 
Still another amends the Social Security Act by adding railroad to social-security 
coverage for the purpose of determining whether benefits under that act payable 
to a working beneficiary are to be suspended. 

A final but by no means least important provision introduces a radical de- 
parture in the method of financing the railroad and, incidentally, the social- 
security program. In addition to transferring from the railroad account to the 
old-age and survivors insurance trust fund the obligations incurred with re- 
spect to employees with less than 10 years of service, the law provides for a 
mutual reimbursement between the two funds in such amounts as would place 
the latter in the same position in which it would have been had railroad employ- 
ment always been included in social-security coverage. This implies that the 
trust fund is to be credited with the taxes it would have collected on railroad 
service and debited to the extent of the additional disbursements railroad cover- 
age would have entailed. 

This brief summary is sufficient to give some insight into the far-reaching 
implications of the 1951 amendments both to the railroad and the general social- 
insurance systems, but some amplification of the summary is desirable for a 
proper understanding of the issues involved. 


RETIREMENT BENEFITS 


Liberalizations in the basic formula.—The basic formula for computing the 
monthly retirement annuity combines length of service and average monthly 
compensation. It is, as it always has been, the number of years of service multi- 
plied by the “annuity factor,” but the factor has been increased by 15 percent. 
It is now the sum of 2.76 percent of the first $50 of the average monthly com- 
pensation, 2.07 percent of the next $100, and 1.38 percent of the next $150. (An 
alternative formula may be used, if more favorable, provided the employee's 
most recent employment was in the railroad industry. It is applicable mainly 
to relatively low-paid, short-service workers and permits the use of a factor of 
$4.14 per year of service, but may not yield an annuity above $69 or the average 
monthly compensation.) Annuities previously awarded are automatically re- 
computed under the new formula effective November 1.’ 

The largest annuity now payable, in the case of an employee with 30 years of 
service at $300 a month, is, thus, $165.60. A more typical 30-year employee 
retiring today would have an average monthly compensation of $175; his annuity 
would be $113.85. A younger employee who will retire after 1981 on, say, 45 
years of service at an average of $275 will enjoy an annuity of $232.88. These 
amounts are apart from any supplementary benefit due the employee's wife. 

Retirement, as before, is permitted (@) at age 65, (0b) at age 60 after 30 years 
of service with a reduced annuity (although the reduction is not applicable in 





2A month of service is a month during any part of which the employee was in railroad 
service: any 12 such months constitute a year of service. Service need not be continuous 
or for one railroad; it includes the period before 1937, and now, for the first time, the 
period after age 65. Credit may now also be allowed, for the purpose of recomputing 
an annuity previously awarded, for service performed after retirement If service before 
1937 is used, the maximum that may be credited is still 30 years. Military service may 
under proper conditions, be credited at the imputed compensation of $160 a month 
Unlike the social security method, the average monthly compensation is computed only 
over the period of service, without reduction for periods of noneoverage. Compensation 
in excess of $300 in any 1 month is disregarded for benefit as well as tax purposes. 
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the case of female employees), (c) after 10 years of service in case of permanent 
and total disability, and (d) after 20 years of service or at age 60 in case of 
permanent disability for the regular occupation, provided the employee’s most 
recent employment was in the railroad industry. 

Wife’s and husband’s benefits —The amendments add a new benefit, modeled 
after the corresponding benefit under the Social Security Act. It is payable to 
the wife of a 65-year-old annuitant, if she is 65 years of age or has a dependent, 
unmarried child under 18 in her care; and it is payable to the husband of a 
65-year-old annuitant, if he is 65 years of age and was receiving at least one- 
half of his support from the employee at the time of her retirement. It is equal 
to one-half of the employee’s annuity up to a maximum of $40. If the employee 


is receiving an annuity which has been reduced because of retirement before 
age 65, the wife’s annuity is computed from the employee’s annuity before re- 
duction The law provides no additional retirement benefits for children. To 
the estimated 80,000 retired employees (out of 257,000 on the rolls on October 31) 
whose wives immediately became eligible, the new benefits in effect add con- 


siderably more than the 15-percent general increase. 

The wife’s (husband’s) annuity is subject to certain restrictions: it is not 
payable when the employee’s annuity for any reason is not; it is not payable 
when she works: for the railroad or for the employer whose service she left to 
rec her annuity (this is similar to the restriction applicable to a retired 
employee himself) ; it terminates upon divorce or, if she is under 65, when her 
youngest child reaches age 18; and it is reduced by the amount of any other 
benefit payab'e to her under the railroad or social-security system, a wife’s 
(husband’s) benefit under the latter being excepted. 

Guaranteed protection at social-security level.—To the relatively few em- 
ployees with short service or low earnings who would get higher benefits if 
their service were credited under the Social Security Act, the new law provides 
full protection. It guarantees that the amount payable by the Railroad Re- 
tirement Board to him and his family after October 1951 will, in no case, be 
less than the corresponding amount (or additional amount) that would be pay- 
able by the Social Security Administration had his railroad employment been 
credited as social-security employment. ‘lo determine the amount of this guar- 
anty, the employee’s railroad earnings (subject to whatever restrictions the 
Social Security Act imposes on the amount that may be credited as wages) 
are combined with any social-security earnings he may have had, hypothetical 
social-security benefits are computed from the total earnings, and any social- 
security benefits that may already be payable on their own account are de 
ducted In practice, the provision will apply, to the extent that it does, pri- 
marily to employees who retire on approximately 15 years of service or less. 
In a few cases, it may add 100 percent or more to the annuity otherwise pay- 
able under the railroad formula. 

New minimum service requirement.—The amendments impose a minimum 
service requirement of 10 years for the payment of all retirement benefits. 
Under this provision any person with less than 10 years of railroad service at 
retirement (unless his annuity was awarded before October 30) is treated as 
though the railroad industry were under the coverage of the Social Security 
Act His benefits, payable under that act, are based on his railroad service 
combined with his social-security employment, if any, and are computed in ac- 
cordance with the social-security formula. Persons with less than 10 years of 
service, who have already been retired, however, remain on the rolls. Their 
wives, moreover, but not. their survivors, may qualify for benefits under the 
railroad system. 

At the time of enactment, approximately 15 percent of currently retiring 
employees were being awarded benefits based on less than 10 years of service. 
When the system was first inaugurated, the percentage was virtually zero. 
Casval railroad employees, qualifying at age 65 for small, often trifling, an- 
nuities, had not only become more numerous over the years, but had all the ear- 
marks of eventually presenting a most formidable problem. There are living 
today ahout 5.5 million persons who, at one time or other, had some but less 
than 10 years of railroad service, are no longer in the railroad industry, and are 
not on the annuity rolls. For about 4.6 million of them, that service totaled less 
than a year. Perhaps as many as 100,000 of them are already past age 65 but, 
either because of ignorance of their benefit rights or because of unwillingness 
to bother about trivial benefits, have never applied for the annuities due them. 
While it is too late for them to file for railroad annuities now, the railroad 
service, in many cases, may add to the social-security benefits otherwise pay- 
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able, or may establish an entitlement to such benefits where the employee had 
no social-security employment or not enough of it to confer an insured status. 

Restriction against dual benefits—There has hitherto been no restriction on 
the payment of retirement benefits to a railroad employee who is simultaneously 
entitled to similar benefits under another system. The amendments introduce 
a modified restriction of this type. It is applicable only with respect to the 
social-security system and only if the railroad annuity is based at least in part 
on service before 1937. In such cases, the railroad annuity is reduced by the 
amount of the social-security old-age benefit to which the employee is entitled 
(or would be entitled on filing for it), excent that it may not be reduced below 
the amount that would be payable under the railroad system on the basis of 
service after 1936 only. The wife’s (or hushand’s) annuity in such cases is re 
duced to one-half of the employee's reduced annuity. Protection against a net 
diminution of benefit rights is afforded to those who became entitled to rail- 
road bhenetits before the amendments: it is provided that the total payable 
under both systems to such persons and their dependents may never be less than 
the total on the enactment date. 

It is estimated that approximately 26,000 persons on the retirement rolls on 
October 31—12 percent of the total over age 65—are immediately affected by 
this provision; many others on the rolls will undoubtedly become affected later 
as they qualify for social-security benefits. The provision will, of course, 
gradually diminish in importance and eventually become obsolete as service 
before 1937 disappears as a factor in awarding annuities. 

The provision was frankly advanced by the sponsors of the legislation as a 
source of additional revenue to the account. The justification given for it is 
that railroad benefits directly, and social-security benefits (by means of the 
heavily “weighted” formula) indirectly, both allow credit for service before 
1937 on which no taxes were paid. It was believed that the railroad system 
should pay all retirement benefits attributable to service that has been taxed; 
on the other hand, it was held that it should avoid duplicate “unearned” 
benefits by withholding annuities based on untaxed service up to the amount of 
any social-security benefits that may be payable. Apart from this provision, 
which indirectly acts as a kind of “work clause,” there is no prohibition against 
retired railroad employees working under social-security coverage, although 
there is one against a social-security old-age beneficiary working for more 
than $50 a month under railroad coverage. 


SURVIVOR BENEFITS 


Since January 1, 1947, the railroad system has provided benefits similar to 
those payable under the social-security system before it was amended in 1950; 
namely, monthly benefits to aged widows, widowed mothers, minor children, 
and, in the absence of these, parents, plus lump-sum payments where no monthly 
benefits were payable immediately at death. The amount of benefit in each case 
was derived from a “basic amount” corresponding to, but on the average 25 
percent higher than, the social-security “primary insurance benefit.” The basic 
amount, in turn, was derived from an “average monthly remuneration” cal- 
culated in much the same way as the social-security “‘average monthly wage.” 
Monthly benefits to widows, children, and parents were 75 percent, 50 percent, 
and 50 percent, respectively, of the basic amount, and the lump-sum payment was 
eight times that amount. Survivors of employees whose most recent employ- 
ment was in the railroad industry received benefits under the railroad system, 
the others from the social-security system. In either event, benefits were com- 
puted on combined railroad and social-security employment. The requirements 
for “insurance” status were largely similar in both systems, except that special 
provision was made for the survivors of railroad employees who retired with 
little or no service after 1936. Beneficiaries under either system were not 
permitted to work at substantial earnings under the other. Railroad survivor 
benefits were reduced by the amount of any other benefits, retirement or sur- 
vivor, to which the survivor was entitled under either system. The railroad 
system also provided a “residual payment” which amounted to 4 percent of tax- 
able compensation through 1946 and 7 percent thereafter (i. e., somewhat more 
than a refund of taxes), less any retirement benefits paid by the railroad system 
and survivor benefits paid by either system. 

The following changes were made by the amendments: 

Liberalizations in the basic formula.—The proportions of the basic amount 
payable in monthly benefits are increased by one-third (i. e., to 100 percent, 
6634 percent, and 6624 percent for the widow, child, and parent, respectively) 
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and in lump-sum benefits by one-fourth (i. e., to 10 times the basic amount). A 
maximum in monthly benefits of 224 times the basic amount, up to $160, is made 
available for the family group, and a minimum of $14 is set. The new calcula- 
tions apply, effective November 1, to new cases and also to benefits previously 
awarded For new cases, moreover, earnings may be credited, retroactive to 
1937, up to $3,600 a year in place of the former $3,000. 

New beneficiary categories and eligibility conditions —A number of other 
changes were made to conform to those made by the Social Security Act Amend- 
ments of 1946 (enacted shortly after the railroad amendments of that year) 
and those of 1950. These have to do with the provision of benefits for the 
dependent widower, and the definitions of the conditions under which benefits 
may be paid to widows, children, and parents. Social-security definitions are 
closely followed throughout. However, no benefits are provided for a divorced 
wife caring for the employee's child, 

Guaranteed protection at social-security level—If the total of survivor an- 
nuities payable on the death of an employee is less than the amount that would 
be payable if the social-security formula were applied, then the total is raised 
to that amount. While relatively few retirement benefits will be affected by the 
corresponding guarantee applicable to them, the majority of survivor annuities 
awarded, at least for the next 10 years or so, will be in amounts calculated under 
the formulas of the Social Security Act. A considerable number of “increment 
years” will ordinarily be required before the railroad formula (which retains 
these increments) yields higher results than the new social-security formula, 
especially when effect is given to the new-start method in the latter. 

New service requirement.—While retaining the requirement that a deceased 
worker’s most recent employment must have been in the railroad industry, the 
new law adds the requirement that he must have had at least 10 years of railroad 
service before his survivors may qualify under the railroad system. Approxi- 
mately 20 percent of the awards being made by the Board at the time the amend- 
ments were enacted were based on less than 10 years of service. 

Residual payment.—If retirement benefits are paid by the Social Security Ad- 
ministration (because the employee had less than 10 years of service), the part 
of those benefits attributable to the railroad service, plus all survivor benefits, 
are taken into account in determining whether any residual remains to be paid. 

BENEFIT LEVELS 


The table below shows the number and average amount of benefits payable 
on October 31 and the estimated averages, for the same individuals after all ad- 
justments will have been completed. It should be borne in mind that benefits 
previously awarded on the basis of less than 10 years of service are retained 


Railroad retirement 


Average 
Old-age 
I'vpe of beneficiary Miata Average benefit lo and 
sumbe : | Survivor 
of | insurance 
persons As of O Effective | benefit 
1 Nov. 11 | 
a | 
Annuitants over age 65 212, 500 $84 2 $109 | 3 $50 
Annuitants under age 65 44, 800 75 50 | (*) 
Renton t 6. 600 71 292 | (4 
‘sedi uetdoure 84 000 x) 4() 36 
Widowed mothers 13, 300 28 Y 24 
Childrer $7, 700 17 20 27 
Dabente 1. 100 17 40 27 
Widows under (now obsolete) joint-and-survivor elec- 
sions 4, 500 40 46 (4 
1 Estimated 
2 Includes wife’s (husband’s) annuity 
3 Includes wife’s (husband’s) and children’s benefits 
4 No corresponding benefits payable 
§ Persons taken over from former railroad pension rolls in 1937. 


on the Board rolls. The averages shown will, apart from other factors, therefore 
tend to increase as these benefits terminate and only benefits based on 10 or 
more years of service are added to the rolls. For comparative purposes, the 
averages of the corresponding benefits being paid under the social security 
system are also known. 
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FINANCING 


It is estimated by the Board’s actuarial staff that the net cost of the program— 
after making allowance for the accumulated reserve, for the transfer to the 
social-security system of the obligation with respect to noncareer employees, and 
for the interchange of funds under the reimbursement provision—is 14.43 per- 
cent of the taxable railroad payroll. The figure assumes that the combined 
social-security tax rate (which determines the amount to be credited to the social- 
security fund under the reimbursement provision) will rise as scheduled to the 
maximum of 6144 percent by 1970. The railroad-retirement tax rate, which on 
January 1, 1952, reached the maximum of 1214 percent on employers and em- 
ployees combined, was unchanged by the amendments. 

If the assumptions underlying the actuarial cost estimate are correct, there 
is thus a discrepancy of 1.93 percent between the cost of 14.48 percent of payroll 
and the income of 12.5 percent. The Congress evidently considered that the 
assumptions were too conservative, or that the discrepancy is within the range 
of probable costs, or that, in any event, there is no immediate danger to the 
solvency of the system. After adopting the amendments, however, the Congress 
passed a resolution setting up a joint congressional committee to make a thor- 
ough study of the benefit structure of the railroad-retirement system, the cost 
of providing the benefits, and the interrelationships between the railroad-retire- 
ment and social-security systems, and to recommend any changes deemed 
necessary. 

Senator Douctas. Members of the joint committee are Senators 
Hill and Morse for the Senate, and Congressmen Beckworth, Harris, 
and Wolverton of the House; and the chairman is very appreciative 
of Congressman Wolverton’s being here this morning. 

It was Congressman Beckworth’s intention to be here this afternoon, 
and Congressman Harris will attend later hearings. 

Now, I think we should proceed with the first witness. I am going 
to call first upon the Railroad Retirement Board. 

Who is here representing the Railroad Retirement Board? 


STATEMENT OF DAVID B. SCHREIBER, ASSOCIATE GENERAL 
COUNSEL, RAILROAD RETIREMENT BOARD 


Senator Dovucias. Will you identify yourself for the record? 

Mr. Scurerer. Yes. 

My name is David B. Schreiber. Iam the associate general counsel 
of the Railroad Retirement Board, and I appear here on behalf of all 
three members of the Board. 

Before I proceed with the testimony, Mr. Chairman, I would like to 
state for the record that the Railroad Retirement Board did pass on 
the accuracy of the statement which you referred to a little earlier 
but it didn’t pass on the conclusions. I want the record to show that. 

Mr. Chairman, on the question of liberalization of benefits and 
changing the eligibility requirements, which we assume is just another 
form of liberalization of benefits, we would like to point out—— 

Senator Douctas. Do you have a statement for the record ¢ 

Mr. Scureiper. Yes; | am filing that now. 

Senator Dovetas. Mr. Schreiber, would it be acceptable to you if 
the statement that you have prepared should be inserted in the record 
of the hearings, and then if you would give a brief verbal summary of 
your statement ? 

Mr. Scurerper. Yes; I intend to do just that. I do not intend to 
read it, Mr. Chairman. 

Representative Worverton. Mr. Chairman, before the witness pro- 
ceeds, may I ask just a question or two? 
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Senator Douc tas. Yes. 

Representative Wonverron. Mr. Schreiber, I note that your state- 
ment is entitled “Statement of the Railroad Retirement Board Before 
the Joint Committee Established Pursuant to Senate Concurrent 
Resolution 51,” and so forth. 

Mr. Scurerper. Yes. 

Representative Wotverron. Am I to understand, from that, that 
this statement which you have presented to the committee represents 
the unanimous opinion of the Board? 

Mr. Scureirer. Yes, Mr. Wolverton. This statement represents 
the unanimous opinion of the Railroad Retirement Board. 

Representative Wotverron, That is all I wanted to ask. 

Mr. Scnreimer. Mr. Chairman, I intend to summarize briefly the 
high lights of this statement. 

I begin by saying that the proposal to change eligibility vee 
ments is, in our opinion, another form of liber: lization of benefits, 
that we would direct ourselves solely to the question of liberaliz: sion 
of benefits. 

We have been unable to discuss in this brief statement all the pro- 
posi ils which have been made to date to liberalize benefits, but we have 
discussed several. 

The first one we selected for discussion is that which proposes to 
award an annuity on the basis of 30 years of service at age 60—that 
is, an annuity without reduction. 

At the present time we do provide an age and service annuity at age 
60 with 30 years of service, but if the annuitant is a man there is a 
reduction of 1/180th for each month that he is under age 65. If the 
annuitant is a woman, there is no reduction. 

We have no way of estimating accurately the costs of such a pro- 
posal because we do not know whether all persons having 30 years of 
service would retire at age 60. 

If all were to retire on full benefits at age 60 with 30 years of service, 
the costs would be in the neighborhood of $209 million a year. 

Obviously, not every railroad employee is financially fortunate 
enough to be able to retire before age 65, so that not all will retire at 
that age; only some would retire. 

In this connection, the Board believes it is important to point out 
to you that any person who retires before age 65 on an annuity with- 
out reduction will receive annuities for as many as 5 years before an- 
other man retiring at age 65. 

Assuming an annuity of $100 a month, the man who would retire 
at age 60 would receive $6,000 more than the man who retires at age 
65, and the first man will receive $6,000 at the expense of the man 
who retires at age 65. Now, that is a serious question which the Board 
thinks this committee ought to consider. 

In other words, those who can afford financially to retire at an early 
age will do so at the expense of those who, unfortunately, cannot do 

), and that is aside from the cost question which, as I said, is difficult 
to estimate, because we do not know how many persons having 30 
years of service at age 60 would retire. 

If all of them did, it would cost $200 million a year and, of course, 
the question is always where would the money come from. 


or 
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Any proposal of this nature or any nature that proposes to liberalize 
benefits should, of course, be acco mpanied by a proposal to finance 
the costs. 

Unless there is a proposal to finance the costs it seems that any con- 
sideration of the question is almost a waste of time because, as I 
understand it, everyone is concerned with the financial soundness of 
the system, and if the system is to be maintained on w& financially 
sound basis any proposed liberalization, in our opinion, should be 
accompanied by a method of financing the added costs. 

Another proposal which has been made several times would make 
the average monthly compensation on which an annuity is based de- 
pend upon the earnings in the highest 5 years. This would supplant 
the present system of basing annuities on over-all average compensa- 
tion with the average during the years 1924-31 used for all years 
prior to 19387. 

Here again, without discussing the desirability or undesirability of 
it, it must be pointed out that such a proposal would have the effect 
of increasing the average monthly compensation on which an annuity 
is based. 

At the present time, the average monthly compensation on which an 
annuity is based is around $180. 

If the change were made as proposed, that would jump from $180 
to, say, $250, and the cost would be in the neighborhood of $55 million 
a year. Here again, no proposal has been made as to how that money 
would be raised. 

There have been other proposals, but, for the sake of brevity, I do 
not intend to go into all of them—they are in the statement. 

I may point out that there is one problem which is giving us 
a good deal of difficulty, and we discuss it in our statement, and that 
is the problem created by the provision which permits a disability 
annuitant to continue in service and receive his annuity as long as 
his earnings do not exceed $75 a month in each of six consecutive 
calendar months; otherwise, he is deemed to have been recalled from 
the disability status, and his annuity stops. 

We have had some rather difficult experiences with that provision. 
Many persons have arranged to work 6 months or longer, but in 1 
month or another in the 6-month period they get less than $75, even 
though in the other months they make as much as two or three hundred 
dollars. 

Because of this 1 month they continue in regular employment year 
in and year out, and yet stay on the annuity rolls. 

Senator Doveias. Mr. Schreiber, may I go back a minute to the 
question of the proposed retirement at the age of 60 after 30 years of 
service ¢ 

Mr. Scuretper. Yes, sil 

Senator Doveras. In estimating that such a change would cost 
$200 million a year, did you assume that everyone would retire when 
he was eligible ? 

Mr. Scureiper. If every person at age 60 had 30 years of service, 
and retired and took advantage of it, that would cost in the neighbor- 
hood of $200 million. 

Senator Doveras. So it is based on the assumption that everyone 
would retire who is eligible to retire? 
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Mr. Scureiner. We do not think that will happen. We doubt it, 
because as we know most railroad workers are not that rich: they 
will not retire. Most of those would retire between the ages of 
Oo and 70, 

Senator Dovenias. Do you have any estimate of what the saving 
in cost would be because many of them would not retire when they 
were eligible? 

Mr. Scurerner. We know this much: At the present time they do 
not all retire when eligible. At the present time the average age at 
which they retire is 68, ee annuitants, of course. 

Senator Dovucrias. Three years after the sy become eligible. 

Mr. Scurereer. And we are saving money by their staying in serv- 

e, but if you enable them to retire at an earlier age, those who can 
afford financially to do so may so retire at the expense of those who 
cannot afford financially todoso. That is the point. 

Senator Dovanas. All right. let us v0 back to this other point. 

Mr. Scnreiner. Now, e omnilig back to this $75 work clause for 
disability annuitants, which we find difficult to control. 

We have no way of stop pit ¢ an annuity, even though the man works 
5 months and earns two or three hundred dollars a month, and on the 
sixth month, he receives only $50, and then on the seventh or the next 
5 months he again earns two or three hundred dollars a month. 


It is our feeling that something should be done about this provi- 
sion. We believe it would be better to change this provision from 
what it is now to a straight $100 work clause: in other words, we 
would permit every disability annuitant to receive his annuity and 
work in employment corbin th the Social Security Act, of course— 


and earning as much as $100, without forfeiting the annuity. Then 
we would have less of an administrative problem than we now have, 
and it would be better for him. 

On the other hand, if he earns more than $100 in any one month 
he will not get the annuity for that month. 

This proposal, Mr. Chairman, is one of those proposals which, 
fortunately, will not cost us anything. In fact, it will save us about 
a million and a half dollars a year. 

Senator Doveias. In what way; in administration ? 

Mr. Scurerser. Not in administration, but from the fact that there 
are many people who are now drawing annuities under the present 
provision who would not be drawing them on a straight month-by- 
month work clause. 

I give you the example of a man who earns more than $100, or two 
and three hundred dollars in each of 5 months. At the present time 
he gets the annuity for each of those months. 

Under this proposal, he would not get his annuity if he makes more 
than $100, and we would be saving more than a million and a half 
dollars a year. 

From an administrative standpoint and the standpoint of equity, it 
would seem to us that the present provision should be changed to 
something we are suggesting in our memorandum. 

There is one other point I would like to make, Mr. Chairman. 

We have in the Railroad Retirement Act a reserve of about $ 
billion. This money is invested at 3 percent in Government bonds. 

Many people have written to us, and I am sure must have written to 
you, Mr. Wolverton, I remember, and to you, Senator Douglas, call- 
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ing attention to this huge reserve that we have on hand, and insisting 
that benefits should be increased, and that we should make use of this 
huge reserve. 

Senator Doue.as. $2.9 billion ? 

Mr. ScuretBer. $2.9 billion. 

[ think it is important for the record and for those who are here 
to recognize that this reserve is just what we said it was, a reserve, 
and not a surplus. It is nota — we can use to increase benefits 
indiscriminately and not worry about the future. It is a reserve for 
the benefit of those who will sake in the future, for the benefit of 
those now carrying the burden, for the benefit of those paying taxes, 
and who will retire 20, 30 years from now, and it is essential that 
this reserve continue to be treated as such. 

It should earn interest so that when those who will retire in the 
future come to us for their monthly annuities the fund will be able 
to make the payments. It is not a surplus, as many people have mis- 
understood it to be. 

That, briefly, Mr. Chairman, summarizes the high lights of this 
memorandum. If you have any more questions, I will be glad to dis- 
cuss them. 

Senator Doueias. Congressman Wolverton, do you have any ques- 
tions at this point ¢ 

Representative Worverton. Mr. Schreiber, does this statement by 
the Railroad Retirement Board differ in any way from the testimony 
from that Board at the time of the hearings last fall ? 

Mr. Scurerper. I would say that the Board has always been of the 
opinion that the fund should be maintained financially sound. To this 
extent, everything I said here this morning is in agreement with 
what the Board has said then. 

You probably have reference to some specific provisions, specific 
proposals. 

For example, during the hearings on the 1951 amendments there 
were proposals for a $50 work clause, a proposal to increase the basic 
monthly compensation for tax and benefit purposes. 

In this regard there was not unanimity among the Board members. 
The majority favored such proposals, the minority did not. 

There is nothing in what I said this morning that touches on that, 
so that I would say, by and large—the three Board members are 
here—that what I said this morning does not differ substantially from 
what the Board members’ position has been all along, namely, that 
the fund should be maintained on a sound financial basis, that the 
disability provision in the present law should be changed as I indi- 
cated. 

I do not think that was an issue at that time. I think Mr. Squire 
might have been construed to have been on the other side of this 
question; I do not think that is so now. 

In any event, to answer your question, Mr. Wolverton, I think this 
statement does not differ from what the Board’s position has been 
during the 1951 amendments. 

Representative Wo.tverton. What, if any, definite recommenda- 
tions a you make that would improve the situation that now exists, 
that, I think, we will at all admit, has caused more or less complaint 
upon the part of the retired railroad worker and those about to 
retire ? 
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Mr. Scureiper. Mr. Wolverton, to my knowledge, there has been 
complaint chiefly about one provision, and that is that the 1951 
imendments provide that if an annuity is based to any extent on 
service before 1937, which is service for which no taxes were paid, 
and the annuitant is also in receipt of a benefit under the Social Se- 
curity Act, that the individual’s annuity in such case shall be reduced 
either by the amount of the social-security benefit or by that portion of 
his annuity which is allocable to this nontaxable service before 1937, 
whichever is less. 

Now, the reason for this provision, I may say, is that the social- 
security benefit was changed in 1950 in a manner which, in effect, 
pavs or gives eredit for nontaxable service hefore 1937. 

Under the Railroad Retirement Act we have not changed the policy 
of « rediting service before 1937. We still do so. 

In other words, if an individual retires er Ly on an annuity based 
exclusively on service from 1937 on, and he also has a social-security 
benefit there is no reduction in his annuity even though he paid no 
taxes under the Social Security Act for this windfall that he is get- 
ting. but insofar as we are concerned, we will not make any reduction 
his annuity because he paid taxes on his service from 1957 on, 
and he gets the full annuity. 

But it is only to the extent that his annuity is based on service 
before 1937 that this reduction applies. 

Now, Mr. Wolverton, vou will be interested to find in this state- 
ment the savings that this has achieved to the system. 

Remember, Mr. Wolverton, in the 1951 amendments we provided 
added benefits. We added 15 percent to pensions and annuities; we 
wlded 3314 percent to survivor benefits, we provided spouse’s benefits 
up to $40 a month. 

Yet, Mr. Wolverton, we did not increase the tax rates. Some 
sources of revenue had to be found, and I will show you how far this 
particular provision has gone to provide a source of revenue. You 
will find on page 11 of the statement—no, pardon me, page 10 of the 
statement—that this particular provision will net over a billion dol- 
lars, $1 billion in the year 2,000, to the reserve. 

Representative Wotverton. What year? 

Mr. Scurerper. In the year 2000, 50 years from now. It will net 
us, if you will read it, $385 million, without counting the interest. But 
by the year 2000 our reserve will be increased by $1 billion as a result 
of this saving alone. There have been complaints, of course. 

Representative Wotverton. Do you base that figure of a billion 
dollars on the assumption that the dollar value will be the same then 
, or if not, how do you determine what it will be then? 

Mr. Scurerper. Well, we determine dollars in the sense that we 
know what they are now. What it will be in the year 2000, 50 years 
from now, we do not know. 

I may say there have been complaints, of course, but when you con- 
sider that these individuals have not paid taxes for that service before 
1937, and are getting ample annuities now—lL received complaints 
from men who received to date as much as $16,000 in annuities, who 
have paid less than $100 in taxes, yet have complained because of the 
reduction on account of their social-secur ity benefit. They have been 
protected, however; they have not lost anything. The law guaran- 
tees that in no case shall the reduction provision result in the family’s 
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receiving less than the total it received before the 1951 amendments 
in benefits from both systems. 

Nevertheless, we have complaints. I am not finding fault with 
complaints. I think it is natural for people to complain if they do 
not get as much money as they think they should get. 

But when we provided increased benefits, provided spouses’ benefits 
without any increase in taxes, obviously some method had to be found 
for finding revenues, and this is one of the methods. 

Representative Wotverron. What have you to say with respect 
to the quite general objection that has been made since the passage of 
the amendments last year to that portion which ties the social security 
into the railroad retirement / 

Mr. Scuretrer. Yes. I think some people have misunderstood the 
provision in the 1951 amendments which provides for reimbursement 
betwen the two systems on a certain theory which I will discuss 
in a moment. 

Now, there are many people who are afraid that this provision is 
the beginning or the entering wedge to bringing the two systems 
together. 

Well, that is not so. The amendments did not so contemplate, and 
it does not mean anything of the kind. 

What the 1951 amendments provided, in essence, is this: That the 
social-security system, by excluding from its coverage railroad work- 
ers, has necessarily achieved some savings to that system, and the con- 
gressional policy is that these savings should come to the railroad 
retirement system, and the 1951 amendments provided reimbursements 
provisions along these lines. 

On the assumption that railroad service was social-security employ- 
ment, the Social Security Administration would have had to pay 
benefits on the basis of that service in a certain amount. 

Now, we are paying benefits instead of the Social Security Adminis- 
tration. Our benefits are higher. What the reimbursement provision 
provides is merely that we get a credit from the Social Security Ad- 
ministration of the amount they would have paid had this railroad 
service been social-security employment. 

Representative WoLvertTon. Does that provision in the amendments 
that we passed in 1951 have the effect of reducing the monthly annuity 
of many railroad workers? 

Mr. Scureiser. Are you talking about reduction, the reduction pro- 
vision, or the provision we were just talking about ? 

Representative WoLvErToN. I am speaking about the amount of 
money that is received by a railroad retired worker under the law 
as it was previous to 1951 and asking whether the amendments of 1951 
have in any cases whatever reduced that annuity. 

Mr. Scurerper. Reduced the annuity which the individual was re- 
ceiving before the 1951 amendments? 

Representative Wotverton. Yes. 

Mr. Scurerser. The answer is definitely “No,” as of those who 
before the 1951 amendments were receiving benefits under both sys- 
tems, because the 1951 amendments specifically guaranteed that in no 
case shall the total income to the family of an individual be less than 
it was under both systems before the 1951 amendments. 

Now, this is what might have occurred: An individual’s annuity 
was increased first by the 15 percent that is provided by the 1951 
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amendments. That increased his amount from what it was to an 
amount—let us say it was $100 before, and it became $115. 

Let us assume he was receiving $30 from the Social Security Ad- 
ministration. That then required a reduction of the $115 by $30, to 
SS). 

Now, if this individual has no wife entitled to receive a spouse’s 
benefit, that $85 was immediately jumped back to $100, so that he would 
not receive less than he received before the 1951 amendments. 

On the other hand— 

Representative Wotverton. The answer that you make is interest- 
ing to me, in view of the fact that I have received so many letters from 
retired railroad workers who are complaining that they have been 
advised that they will receive less under the amendments as passed last 
fall than they previously did. Now, you have definitely said that 
the answer is “No.” 

Mr. Scurerper. No. Let me continue, Mr. Wolverton—I was 
going to give you one illustration which would show one basis for 
their compl: 1int, although they are wrong in the sense that they are 
not receiving less money under both systems than they did before. 

In the same example that I gave before, if the individual’s annuity 
was first increased from $100 to $115, and then reduced by $30, his 
benefit would be reduced to $85. 

If he has no wife entitled to a spouse’s benefit, we then increased 
the annuity to $100, but if he had a wife entitled to $40 a month as 
a spouse’s benefit, his annuity remained $85 rather than $100, but 
his $85 plus the $40 made him a total of $125, which was $25 more 
than he himself received before the 1951 amendments, so that the 
effect of the 1951 amendments was to increase the total of the family 
by G95. 

He complained to you, and to Senator Douglas in many cases, 
that his annuity was decreased. He did not care about his wife’s 
benefit; he wanted his annuity restored to the original amount— 
that was the basis of the complaint. 

Representative Wotverron. In view of the answer you have made, 
I am inclined to turn over all my correspondence to you—— 

Mr. Scuremer. I will be very glad to answer that. 

Representative Wotverton (continuing). And assure them that 
they are not going to receive a reduction that they are fearful of at 
the moment. 

Mr. Scureter. I will be very glad to explain as I did here. 

Representative Worverton. Are you in a position, by virtue of 
your position with the Retirement Board, to know whether the 
amendments that we passed in 1951 have proved satisfactory to rail- 
road workers or have you been conscious of considerable complaints? 

Mr. Scuremer. As I said before, Mr. Wolverton, the chief com- 
plaint that I am conscious of was this particular provision we talked 
about a few moments ago. 

Now, as far as railroad workers are concerned, I have not heard 
verv manv other complaints. 

Naturally, those who received increases are very happy about it; 
all those who have wives who rec eived $40 are very happy about it. 
We have paid out some 85,000 spouses’ annuities to date. 

For wives who have not received benefits before, obviously you 
have at least 85,000 families who are very happy, and I may add that 
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we have 265,000 annuities on our rolls, and this complaint comes 
from—you would be surprised to hear the number—the number 
affected by this provision is about 35,000. 7 other words, out of 
265,000 annuitants only 35,000 are affected by it, so you cannot really 
say that because 35.000 people might oaeatiia about this reduction 
provision, railroad employees are not happy with their amendments. 
I think they are. 

Representative Wotverron. One of the features of the act itself 
that they complain p articularly about, judging by the correspondence 
that I have, would be in fixing, as they term it, the basic period for 
the computation of wages for all prior service between 1924 and 
1951 when they were at « very low standard as compared to the pres- 
ent wage scale. 

Mr. ScurerBer. Yes. 

I think it is important to note that the original basis for selecting 
the period 1924 to 1931 as the average for all prior service was this: 
It was difficult in many cases to find records as far back as 1900 or 
1890 as we needed then, and I think it was believed then, and it prob- 
ably is true today, that in this period of 8 years, the 8-year period 
of 1924 to 1931, wages were substantially better than at any other 
period prior to 1937, so that the average for that 8-year period was 
believed to be favorable to railroad workers, as a whole. 

Representative Wotverron. Another inquiry I received from a 
great number of people—and I am only mentioning some of those 
things that I have heard about in a very general, widespread way— 
is with respect to the years of service before they would be entitled to 
retirement. 

There seems to be a very general demand that at the end of 30 years 
of service, prov ided the individual has reached the age of 60 years, he 
should be entitled to retirement, and then there is the further sug- 
gestion that those who have served 35 years on the railroads should be 
entitled to retirement regardless of age. Have those suggestions come 
to the attention of the Board ? 

Mr. Scurerper. Yes. 

Representative Wotverton. Is that a result of letters that have been 
written by individuals ? 

Mr. Scureiper. Yes, and as a matter of fact, Mr. Wolverton, I be- 
lieve in some instances there were actually bills introduced in Congress, 
and we were requested to comment on them. 

Representative Worverron. Have you made comments on those 
here before ? 

Mr. Scurerper. Yes, we have, and I shall be glad to furnish them for 
the record if you wish. 

Senator Dovueias. We have asked for that. 

Mr. Scuretner. We will give you copies of the Board’s recommen- 
dations on these proposals. Iw ill be al: id to do that. 

(The recommendations referred to follow: 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., May 8, 1948 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 


House of Representatives, Washington 25, D. C. 


DEAR Mr. WoLverRTON: This is a report on H. R. 6319 submitted in accordance 
with your request of April 24, 1948. The bill, H. R. 6319, which was introduced 
in the House of Representatives by Mr. Buchanan on April 22, 1948, and referred 
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to your committee for consideration, would amend the Railroad Retirement Act 
of 1937 to provide that individuals who have completed at least 35 years of service 
may retire on a full annuity, without regard to age. 

In the opinion of the Board, there is no conceivable need for this amendment. 
There are in the railroad industry at the present time about 110,000 persons who 
have completed 35 years of service but who have not attained age 65. Some of 
these men will become disabled before attaining age 65 and will be awarded full 
annuities. Most of them, however, will not be entitled to full annuities until 
they have attained age 65. Some of these employees who have completed 35 
years of service are relatively young men; for example, about 10,000 of these 
35-year workers are younger than 55 years of age. 

We see no good reason why the Railroad Retirement Act should be amended 
in such a way as to provide inducements for these workers to leave the industry 
before the age at which they intend to retire from gainful activity. For example, 
a worker who is 55 years old, whose average compensation has been, say, $150 
a month, could, if the amendment were passed, retire on an annuity of $75 a 
month, obtain a job in some other industry, and continue to receive his annuity 
while working for the other industry. If his subsequent employment were sub- 
ject to title II of the Social Security Act or to the Civil Service Retirement Act 
(and it very likely would be subject to one or the other), the retired railroad 
worker could, upon attaining age 65 (or, under the civil-service system, possibly 
at an earlier age), retire and be entitled to an annuity, probably in a substantial 
amount. While it is to be expected that men from time to time will leave the 
railroad industry, and while it is appropriate that these men, while working in 
other industries, receive the protection of old-age insurance, we would object to 
any governmental encouragement of excessive separations among workers whom 
the industry can ill afford to spare. 

The bill is technically defective in that it fails to make clear whether or not it 
is to be given retroactive effect. In the absence of a specific direction to the 
contrary, the Board would not, of course, construe the language of the bill, should 
it be enacted, in a way which would result in payments with respect to periods 
prior to the effective date of the amendment. In view of the controversies which 
would undoubtedly result from such construction on the part of the Board, it 
would obviously be desirable for the amending statute to contain explicit instruc- 
tions on the point. 

The cost of providing annuities after 35 years of service, irrespective of age, 
would depend in large measure on the job opportunities for men who had com- 
pleted such a period of service. When job opportunities are abundant, as at pres- 
ent, the cost of such a provision would undoubtedly be quite high. At other times 
the cost would be lower; but that there would be a substantial cost at all times 
is not open to question. If all employees who complete 35 years of service before 
attainment of age 65 retired immediately, the additional cost would run to 
3.75 percent of the payroll annually. It is not anticipated that all employees 
who become eligible would so retire. It would, however, be unwise to anticipate 
an additional cost of less than 1.75 percent of the payroll annually. 

In view of the above considerations, we recommend that no favorable consid- 
eration be accorded the bill, H. R. 6319 

This report has not yet been cleared with the Bureau of the Budget. When 
we have received the comments of that Bureau on the report, we will forward 
them to you. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago, Ill., May 21, 1952. 
Hon. Rosert CROSSER, 
Chairman, House Committee on Interstate and Foreign Commerce, 
New House Office Building, Washington 25, D. C. 

Dear Mr. Crosser: This is a report on the identical bills, H. R. 6924, intro- 
duced in the House of Representatives by Mrs. Kee on March 6, 1952, and H. R. 
7038, introduced by Mr. Patten on March 12, 1952. 

As indicated by their titles, these bills would amend the Railroad Retirement 
Act of 1987 to provide full retirement annuities for employees who retire after 
30 years of service (regardless of age) or at age 60, to reduce the age require- 
ment for an annuity for a spouse or a surviving widow, widower, or parent 
from age 65 to age 60. These proposed amendments would be applied to bene- 
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ficiaries on the rolls without application therefor. In addition a further liberali- 
zation would be made in permitting the use of the earnings period after 1936 
where more favorable, instead of the present base period 1924-31, for purposes of 
computing the monthly compensation average for service performed before 1937 

We estimate that the increased cost of the proposed amendments would be 
as follows: 

1. The reduction of the normal employee retirement age from age 65 
to 60 together with the elimination of an age requirement where 30 years 
of service have been performed would cost 3.75 percent of payroll. 

2. The use of an alternative service average would further increase retire- 

ment costs by 0.75 percent of payroll. 

5. The reduction from 65 to 60 in the age requirement for a spouse’s 

annuity would cost 0.60 percent of payroll. 

4. The reduction from 65 to 60 for widows, widowers, and parerts would 
add 0.60 percent of payroll to present costs. 

The gross additional cost would thus amount to 5.70 percent of payroll. There 
would be some offsetting savings, however, in the cost of the residual lump-sum 
death benefit, the widows’ current insurance benefit, the lump-sum insurance 
benefit, and the minimum annuity provisions of the act. We estimate that these 
savings would total about 0.20 percent of payroll. Thus, the net increase in 
costs of the amendments in these bills would be 5.50 percent of payroll. On the 
basis of a payroll of $4.9 billion, this amounts to $269.5 million a year. 

The major problem in increasing benefits under the act is to provide the funds 
to pay for such incre ases. At present the tax rate on an employee’s earnings 
up to $300 a month is 6.25 percent. Employers pay an equal amount, making the 
total tax rate 12.50 percent. The estimated cost of paying the present benefits 
provided by the act, as amended by Public Law No. 234, Eighty-second Congress, 
First session, enacted October 30, 1951, is 14.43 percent of taxable payroll. (See 
S. Rept. No. 890, 82d Cong., 1st sess., p. 11.) The enactment of H. R. 6924 or 
H. R. 7038 would increase this to 19.93 percent of payroll, as contrasted with tax 
receipts of 12.50 percent of payroll. 

There is no provision in these bills for financing the extra cost of the benefits 
they would provide. Regardless of other reasons why they should not be 
enacted, the Board for that reason alone is compelled to oppose their enactment. 

This report has been cleared with the Director of the Bureau of the Budget who 
informs us that there would be no objection to its submission. 

Sincerely yours, 

WILLIAM J. KENNEDY, Chairman, 

Representative Wotverton. Mr. Chairman, as you can see here, I 
have a very considerable amount of corresponde nce. As a matter of 
fact, it only represents half, probably, of what I have received, and 
there are all sorts of plans and suggestions for the improvement of 
the Railroad Retirement Act contained in those letters. 

[ have mentioned those that stand out more prominently than the 
rest of them, and I would like the privilege, if you have no objection, 
of submitting this « correspondence to our staff in order that they may 
go through it, and in that way get an idea of what is in the minds of 
the retired railroad workers, and as to what they are hoping may come 
as a result of the study that we are making. 

Senator Douctas. We will be glad to have that done. 

Representative Wotverton. Thank you. 

One of the most discouraging things to me, and I am certain it must 
be to you, Mr. Chairman, is the fact that in our endeavor to be helpful 
last fall in the amendments that were passed we did not recognize that 
what we did covered the entire subject, yet we did endeavor to give 
some immediate relief as we thought it was necessary that they should 
have it, and yet to find, judging by the ec orrespondenc e that I have re- 
ceived, that there has been such a general disapproval of what we did. 
I did not anticipate that such would be the case. I thought it would be 
just the opposite, as a matter of fact. 

26545—53——_-4 
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It is for that reason that I am anxious to have our staff make a study 
of these different propositions that come from the grass roots, as you 
may term it—from the membership itself. 

Thank you. 

Mr. Scurerper, Mr. Chairman, your committee has asked me to pre- 
pare an outline of the development of the railroad retirement sys- 
tem—a brief outline. 

I prepared such an outline. It is only 24 pages long, and I would 
like to file it for the record. 

Senator Dovetas. We will be glad to receive it. 

(The prepared statement submitted by Mr. Schreiber reads in full 
as follows:) 


STATEMENT OF Davin B. SCHREIBER, ASSOCIATE GENERAL COUNSEL OF THE 
RAILROAD RETIREMENT BOARD 


Mr. Chairman and members of the committee, the railroad retirement system, 
which covers only persons working in the railroad industry, developed out of 
the private pension systems which the railroads, generally, had established 
many years earlier. These systems had encountered financial difficulties in the 
late 1920's and early 1930's, and after much agitation and effort on the part of 
the railroad employees, the present Federal system, applicable to all interstate 
railroads and their affiliates whose operations were connected with railroad 
transportation, was first established by an act of Congress on June 27, 1954. 
This legislation, enacted on the theory that it constituted a regulation of inter- 
state commerce, Was invalidated by the Supreme Court on May 6, 1935. The 
system was reestablished by an act of Congress on August 2), 1935, in the form 
of two separate enactments: one, the Railroad Retirement Act of 1935, which 
set up a benefit system, and the other, the Carriers Taxing Act of 1935, which 
provided for the levying of taxes which, though formally to be paid into the 
Treasury as other tax collections, were intended to be used to finance the system. 
The plan was similar to that used in establishing the social-security system, the 
exercise by Congress of its power to levy taxes and its power to spend money 
for the general welfare. In 1937 a comprehensive revision of the 1935 act was 
enacted, and it is this revision (the Railroad Retirement Act of 19387) which, 
though since amended in important respects, particularly as regards benefits for 
survivors and amounts of benefits, is in effect today as the basic railroad retire- 
ment benefit system. ; 


RAITROAD RETIREMENT ACT OF 1934 (PUBLIC LAW 485, 73D CONG., 43 STAT. 1283) 


The Railroad Retirement Act of 1934 was enacted after years of effort by 
railroad employees to obtain a retirement system which would provide and 
secure an adequate retirement income. The earlier private pension plans of the 
railroads, the employees believed, did not assure such protection, particularly 
since none of these plans took into account employment other than for the 
pensioning company; breaks in service, even in connection with employment by 
the same employer might affect adversely the amount of, or eligibility for, the 
pension, and finally the plans, except in one or two instances, were not funded. 

The legislation which the employees persuaded the Congress to enact, in 
pursuance of its power to regulate interstate commerce, provided for a federally 
administered retirement system covering all employees of all railroads, express 
companies, and sleeping-car companies subject to the Interstate Commerce Act, 
and their affiliates engaged in operations connected with railroad transportation. 
Under this system service to any covered employer could be used in computing 
the service credit on which the benefits were based, 12 months of such service, 
whether or not consecutive, constituting a year of service, with 30 years as the 
maximum countable. Benefits were calculated on the basis of years of.service 
and average compensation, and these benefits were payable to any retired em- 
ployee if he had been employed in the industry as late as within 1 year of the 
enactment of the act, was 65 years of age, or had 30 years of service (except 
that in the latter case the annuity was reduced by one-fifteenth for each year 
the employee was under age 65 when his annuity began). Retirement was 
compulsory at age 65 unless the employee’s employer agreed with him on an 
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extension of time, which extension, however, would not be operative beyond the 
age of 70. The system was to be financed by requiring of each employer a con- 
tribution equal to 4 percent of the remuneration paid to his employee (not 
exceeding $300 in any month) and requiring of employees a contribution of 2 
percent of such remuneration. 

The act was immediately attacked by the employers on constitutional grounds 
and this attack was successful, the Supreme Court (four members dissenting) 
finding that the enactment of the legislation was not a legitimate exercise of 
congressional power to regulate interstate commerce and that it constituted the 
taking of property without due process of law. Railroad Retirement Board v. 
Alton (295 U.S. 330 (1935) ). 


RAILROAD RETIREMENT ACT OF 1935 (PUBLIC LAW 399, 74TH CONG. ; 49 STAT. 967) 


The Railroad Retirement Act of 1935, as did its predecessor, applied to em- 
ployees of interstate railroads and of railroad affiliates engaged in functions 
connected with railroad transportation, but, as indicated above, rested for its 
Validity, unlike the 1934 act, on the power of Congress to levy taxes and to spend 
for the general welfare. The act provided benefits in the form of annuities 
to retired employees at age 65, as early as age 50 if the employee had 30 years 
of creditable service (with a reduction of one-fifteenth for each year he was less 
than age 65), and at any age if the employee had 30 years of service and was 
retired for mental or physical disability. Unlike the 1934 act, it contained no 
provision for compulsory retirement. Only persons still actively employed in 
the industry, or temporarily absent therefrom when the act was passed and 
recognized as then in an employment status, or who returned to the industry 
thereafter, were covered by the system. The annuities paid were calculated 
on the basis of the employee's years of service in the railroad industry, whether 
or not for the same employer, counting as 1 year 12 months, whether or not con- 
secutive, in which the employee worked, including service performed before the 
establishment of the system, and his average compensation. The annuity was 
determined by multiplying the number of these years of service, not exceeding 
30, by 2 percent of the first $50 of the employee’s average monthly compensation, 
not counting compensation exceeding $300 in any month, plus 1% percent of the 
next $100 of the average compensation, plus 1 percent of the next $150 of this 
compensation. In addition, a death benefit was provided to the employee's widow 
or next of kin of an annuity for 1 year equal to one-half of the annuity which 
the employee would have been entitled to receive; and if the employee elected 
he could, by having his own annuity reduced, obtain a life annuity for his widow, 
with the two annuities having a present value equal to the employee's single-life 
annuity. 

The act was to be administered by a Federal agency, the Railroad Retirement 
Board, to be composed of three men appointed by the President, one from recom- 
mendations by employers, the second from recommendations by employees, and 
the third, the Chairman, without recommendation from either the employees or 
the employers. 

THE CARRIERS TAXING ACT OF 1935 (PUBLIC LAW 400, 74TH CONG. ; 49 STAT. 974) 

The Taxing Act, enacted to finance the system, levied taxes on both employers 
and employees at the rate of 344 percent of the employee’s compensation not in 
excess of $300 a month, and was to be in effect for 1 year. 

As was to be expected, the 1935 act was attacked on the same general constitu- 
tional grounds as the 1934 act. The District Court for the District of Columbia, 
in which the action was initiated, held that the use of the general welfare clause 
of the Constitution as a basis for the system was an attempt to evade the 
Supreme Court’s decision on the first Railroad Retirement Act, that the Retire- 
ment Act would not have been passed without the Taxing Act, and that the latter 
was not a general revenue measure, but, in substance, a device to secure contribu- 
tions for the payment of the benefits under the Railroad Retirement Act. In 
the court’s opinion the two acts together contained the substance of the Railroad 
Retirement Act of 1934 and on June 30, 1936, the court enjoined the Bureau of 
Internal Revenue from making any collections of taxes from the railroads (and 
employees) under the Taxing Act. It did not, however, enjoin the Railroad 
Retirement Board from administering the Railroad Retirement Act, except that 
it did prohibit the Board from directing the railroads to file reports or furnish 
other information needed in the administration of the Railroad Retirement Act. 
Under this injunction, the railroads could furnish such information voluntarily 
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or make their records available to the Board’s employees; or the Board could 
pay the railroads for the service of furnishing this information. 

The court’s decision was appealed to the United States Court of Appeals for 
the District of Columbia, but, in the interim, the Board proceeded with the 
administration of the Railroad Retirement Act. The ruling to relieve the rail- 
roads from the duty of furnishing information hampered the administration of 
the act because not all the railroads cooperated with the Board in its efforts 
to obtain the information. Nevertheless, some annuities were awarded and 
had begun to be paid while the litigation was pending on appeal. 

Although the court's decision left the Retirement Act intact except as regards 
the furnishing of reports and other information the employees realized that, 
without revenues to meet the benefit costs, the system could not last. They 
therefore offered to confer with the railroads, shortly after the court’s decision, 
in the hope of reaching a satisfactory compromise. A conference was held in 
the middle of December 1936, at which both groups agreed to appoint committees 
to study the possibilities of an agreement on the issues; but nothing came of 
this conference. 


THE RAILROAD RETIREMENT AND TAXING ACTS OF 1937 (PUBLIC LAWS 162 AND 174, 
75TH CONG., 50 STAT. 307 AND 435 


On December 28, 1936, President Roosevelt addressed letters to the heads of 
the Association of American Railroads and the Railway Labor Executives 
Association, suggesting a joint conference “to consider the retirement problem 
and attempt to find a satisfactory solution” for consideration by the next Con- 
gress. In order to facilitate negotiations, the President offered to the conferees 
the advice and technical assistance of the Railroad Retirement Board. 

Following the President's suggestion, representatives of the two groups began 
their negotiations on January 7, 1987. Representatives of the Railroad Retire- 
ment Board participated in almost all the conferences and, after discussions 
lasting several weeks, the parties reached a preliminary agreement on all basic 
issues. This agreement was signed on lebruary 18, 1937, and shortly thereafter 
was finally approved. The general principles set forth in the agreement pro- 
vided for a railroad retirement system suitable to both, and cost of which was 
to be shared equally. On the one hand, the railroads agreed not to raise any 
questions on the constitutionality of the new system; and, on the other, the 
Railway Labor Executives Association agreed for the employees not to propose 
amendments which would depart from the principle of equal taxation on em- 
ployers and employees. The taxes were to be reduced immediately from 3% 
percent on each side (on monthly wages up to a maximum of $300 as provided 
in the 1935 act), to 244 percent on each side, but to be increased by 4 percent 
every 3 years until the total on each side would be 3% percent. The taxes in 
the 1985 act were to be superseded by the new taxes which were to start as of 
January 1, 1987. The pensioners on the railroads’ private pension rolls were 
to be taken over by the retirement system, with the reduction in pensions 
restored, beginning on July 1, 1937. 

Counsel for each of the two groups and for the Railroad Retirement Board 
jointly drafted a retirement bill to amend the Railroad Retirement Act of 1985 
and a taxing bill to replace the Carriers Taxing Act of 1935. These bills were 
enacted without difficulty, the benefit bill (the Railroad Retirement Act of 
1937) on June 24, 1987, and the taxing bill (the Carriers Taxing Act of 1937) 
on June 29, 1937, but with the tax rate fixed at 254 percent increasing 14 percent 
every 3 years thereafter, up to a total of 3% percent. 

In the 1937 Retirement Act the general formula for computing benefits was 
unchanged, except that continuance in service beyond age 65 was not to affect 
the annuity adversely and the provision for crediting prior service (service be- 
fore 1937) was made more restrictive. Under the 1935 act an employee who 
returned to service after the enactment date, for any period, was entitled to credit 
for prior service. This provision had proved unsatisfactory. It enabled per- 
sons who had left the industry years earlier to obtain annuities by securing 
railroad employment of an extremely temporary character without a bona fide 
intention of returning to the industry, and it tended on the other hand to in- 
fluence railroads against rehiring men who had long periods of service in the 
past because of reluctance to do aything which might increase the costs of the 
system. To put a stop to these practices the 1937 bill provided for prior-service 
credit only to those who had been in active service on’ August 29, 1935 (the date 
on which the 1935 act was enacted), or who had had an “employment relation” 
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on that date. This limitation operated to reduce considerably the number of 
cases with prior-service credits. 

The provision authorizing an employee to elect a joint-and-survivor annuity, 
that is, to divide his own annuity with his widow, was amended to eliminate 
the possibility of deathbed elections, but otherwise was retained. A new death 
benefit system was substituted for the 1-year death benefit annuity plan previ- 
ously in effect. The new system in substance operated to guarantee an employee 
that he or his survivors would receive somewhat more in benefits than the taxes 
paid to support the retirement system. Thus this death benefit was an amount 
equal to 4 percent of the taxable earnings of the employee after 1936 minus the 
sum of the benefits otherwise accrued to him during his life and, pursuant to an 
election of a joint-and-survivor annuity, his widow. 

The coverage of the system was extended by including as “employers” all the 
standard railway labor organizations, their legislative committees, insurance 
departments, general committees, and their local lodges and divisions. 

Under the 1937 act the pension obligations of the railroads, up to $120 a month 
for each pensioner, were assumed by the railroad retirement system beginning 
on July 1, 1937, for all persons who on March 1 through July 1, 1937, were on 
the pension rolls of the carriers. The further obligation was assumed to restore 
any reductions in the pensions made at any time after 1930 pursuant to a general 
reduction plan. Those pensioners, however, who could qualify for annuities 
on the basis of their prior service were required to apply for annuities; and, 
whether or not they applied, their pensions were to cease as of October 1, 1937. 

A provision in the 1935 act that the annuitant would forfeit his annuity for any 
month in which he had returned to active employment in the railroad industry 
was extended in the 1937 act to require such forfeiture also in the case of a 
return to the service of the last employer of the annuitant whether or not covered 
by the railroad retirement system. 

Under the 1937 act, as under the 1935 act, the system was to operate on an 
actuarial reserve basis, under which the expected tax collections would exceed 
the benefit obligations for many years after the system began. Ultimately, how- 
ever, the benefit obligations would exceed the tax collections, but by that time 
it was anticipated the accumulated savings would be so large that the interest 
earned would make up the difference. The amount not immediately needed for 
benefits would be deposited in a railroad retirement account for investment in 
Government bonds earning at least 3 percent interest. The act provided for 
yearly appropriations from the Treasury to the railroad retirement account, 
as an annual premium, of an amount sufficient (on an actuarial basis) to meet 
the future benefit obligations computed on “such tables of mortality as 
the * * * Board shall * * * adopt.” Actually, however, it turned out 
the amount appropriated each year was based on an estimate of the amount likely 
to be collected during that year and adjustment was made in later appropriations 
for any underestimate or overestimate of the tax collections in prior years. 


AMENDMENTS 


The retirement and taxing acts were amended several times during the period 
1940-42. 


(PUBLIC RES. 81, 76TH CONG. : 54 STAT. 264) 


The first amendment to the Railroad Retirement Act and the Carriers Taxing 
Act was enacted on June 11, 1940, and resulted from a special situation connected 
with the operations of the Pullman Co. and the Railway Express Agency in Mex- 
ico. Employment by these companies (as employers performing the principal 
part of their business within the United States) was covered by the railroad 
retirement system no matter where rendered, but under the Mexican law it was 
not possible for these companies to deduct any employment taxes from the 
wages of Mexican nationals. Obviously, since the employers were responsible 
under the Carriers Taxing Act for the collection of the taxes on employees, and 
it was not possible otherwise to enforce the collection of these taxes, it was un- 
fair not to provide relief. The representatives of the employees agreed with 
railroad management in this regard and an amendment to the law was secured 
which effected the desired result by excluding from coverage by the retirement 
and taxing acts, under certain conditions, of employment outside the United 
States of persons not citizens or residents of the United States. 
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AMENDMENT OF AUGUST 13, 1940 (PUBLIC LAW 764, T6TH CONG.; 54 STAT. 785) 


Exclusion from coverage by the system of certain coal-mining operations in 
railroad-owned mines was secured by an amendment enacted on August 13, 1940. 
Both the Railroad Retirement Act and the Taxing Act provided that service was 
employee service if an employer had the continuing authority to supervise the 
manner in which it was performed, with the result that workers employed in 
coal-mining operations conducted directly by railroads or by their affiliates whose 
mining operations bad been connected with railroad transportation were cov- 
ered by the railroad retirement system. This coverage was protested by the 
coal miners themselves as well as by their employers. In view of the differences 
in the conditions between this employment and that otherwise under the act, the 
standard railway labor organizations joined with the representatives of the coal 

1 their employers in obtaining the exclusion from coverage of such 


miners an 
coal-mining operations. In connection with this exclusion, a special provision 
was included that the amendment was not to be understood as affecting the 
question of what other persons were included in or excluded from the railroad 


retirement system. 
\MENDMENT OF OCTOBER 8, 1940 (PUBLIC LAW 801, T6TH CONG,5 54 STAT. 1014) 


An amendment helpful to railroad employees who had served in the First 
World War (and earlier wars) was that which provided for giving railroad 
employees credit for certain periods of military service in the Armed Forces of 
the United States. Before this amendment the railroad employee who had left 
his job to serve his country in military service could not count this time for 
retirement purposes with the consequence that in many cases where an em 
ployee’s disability would have qualified him otherwise for an annuity, the mili 
tary service was the cause of his losing eligibility for an annuity since it pre 
vented him from acquiring the necessary 30 years of railroad service; and, sim- 
ilarly, in many other cases, the military service resulted in substantial losses in 
benefits 

An effort was made to draft a bill for a separate military service act, to be 
administered jointly by the Railroad Retirement Board and the Social Security 
Board, under which military service would be credited as employment under one 
or the other of the two systems. But, in view of differences in the service periods 
covered by these systems, the plan for joint administration was abandoned, and 
the Railroad Retirement Board prepared its own amendment to the Railroad 
Retirement Act, Which amendment was enacted, to give credit, where military 
service had interrupted railroad employment, for such military service in past 
wars and other periods before 1937 in which a military draft law was in effect. 
To cover the additional costs of giving credit for this prior military service, 
provision was made for appropriations out of general funds in the Treasury, 
without regard to tax collections under the Taxing Act, of amounts equal to the 
increases in benefits caused by crediting military service. Provision was made 
to prevent the giving of credit for military service under the Railroad Retirement 
Act to the extent that the same military service was the basis for gratuitous 
benefits under another act of Congress. Finally, all Government agencies which 
had information concerning military service, or had paid benefits on account of 
such service, were required to furnish the board, at its request, with whatever 
information was needed to administer this amendment. 


PRIOR-SERVICE RESOLUTION (PUBLIC RES. 102, 76TH CONG., OCT. 9, 19403; 54 STAT. 1088) 


Congressional action was necessary to enable the Board to expedite the adjudi- 
cation of annuity claims. In most cases, service rendered prior to 1937 was 
included in determining eligibility for an annuity and in fixing its amount. The 
law provided that as many years of railroad service rendered prior to 1937 could 
be added to the claimant’s service as were necessary to bring the total to 30. 
While the Board maintained complete records of service beginning with January 
1937, it had been necessary to obtain in each case, from one or more railroads, 
verifications of service claimed before 1937. This had resulted in serious delays 
in making annuity awards because of the necessity of searching for and examin- 
ing old payroll and personnel records for many years in the past, and to obtain 
verifications of service claims from other sources. Verification of an employee's 
service claim could not begin, of course, before the Board knew what the claim 
was and, accordingly, the Board could take no action in this regard before receipt 
of the application for annuity. All concerned, the Board, the employers, and the 
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employees, were in agreement that records of all employees entitled to credit for 
this prior service should be compiled at the earliest date without regard to 
whether an annuity application had been filed. Accordingly, all concerned 
secured the passage, on October 9, 1940, of a joint resolution which authorized the 
Board to make the necessary agreement with the railroads to perform this special 
record-supplying service and to obligate the retirement account to the extent 
of $9,000,000 to pay for the costs of this special project The compilation began 
shortly after the passage of the resolution but was interrupted during the war 
years. Though not yet fully completed, this program has already resulted in 
greatly reducing the time required to adjudicate annuity claims where prior 
service is involved. 


AMENDMENT OF OCTOBER 10, 1940 (PUBLIC LAW 833, T6TH CONG.;: 54 STAT. 1094) 


An amendment enacted October 10, 1940, limited the benefits and obligations 
resulting from service to a local lodge or division of a “railway-labor-organization 
employer” to employees earning $3 or more in a month in such service. Ex- 
perience had demonstrated the need for this amendment in that the application 
of the retirement system to the insubstantial part-time employment covered by 
the amendment imposed heavy burden on the agencies administering the system, 
and on the affected employers and employees as well, far out of proportion to the 
benefits received and the taxes assessed 

AMENDMENTS OF APRIL 8, 1942 (PUBLIC LAW 520, 77TH CONG. ; 56 STAT. 204) 


The amendments of April 8, 1942, integrated provisions for crediting military 
service after 1936, including military service in national emergencies, with 
the military-service provisions adopted earlier, except that the financing of this 
new credit was effected by authorizing appropriations into the railroad-retire 
ment account, out of general funds of the United States, of the total amount 
which would have been paid by employers and employees as taxes if the em- 
ployees had taxable compensation of $160 a month during the time they were in 
military service. 

This enactment also changed the provision, previously in effect, for payments 
of lump sums, on the death of an employee, to a person designated by him and, in 
the absence of designation, to the employee’s estate. A sample study by the 
Board of the designation forms had disclosed that, in some 98 percent of the 
cases, the persons designated by employees to be beneficiaries were generally 
the same persons to whom the Board had made payments, under the provision 
for making payments to estates, when designation forms had been filed or had 
been improperly executed. Asa result of this study, an amendment was prepared, 
enacted on April 8, 1952, which, while retaining for the employee the right to 
designate a person to receive the death benefit, eliminated the provision for pay- 
ment to the estate if there should be no designation, and substituted a provision 
for the payment of the death benefit in such case to the widow or widower of 
the employee, and, in the absence of such a spouse, to certain close relatives in 
a specified order, and, if none of these, to the person bearing the expenses of the 
employee’s last illness or funeral. 

In addition, provision was made to clarify the coverage of local lodges or 
divisions and general committees of railway-labor-organization employers in 
connection with their jurisdiction outside the United States. 


AMENDMENTS OF JULY 31, 1946 (PUBLIC LAW 577, 79TH CONG.; 60 STAT. 722 

On July 31, 1946, as a result of studies and recommendations made by repre- 
sentatives of the employees and by the Board, amendments to the Railroad 
Retirement Act were enacted to provide more comprehensive benefits to depend- 
ent survivors of railroad employees; to liberalize the conditions under which 
disabled employees could receive annuities; to amend the definition of ‘“employ- 
ment relation” to enable, on a more realistic basis, the crediting of service before 
1957 to persons not actively employed in the railroad industry when the railroad 
retirement system was established; to change the definition of “compensation” 
to permit the crediting, as pay for time lost, of payments to employees on ac- 
count of personal injury; to provide a method for establishing on an equitable 
basis the average monthly compensation for persons who had received their com 
pensation for employment in the form of tips and to enable such persons to in- 
clude in their service period time with respect to which their compensation was 
solely in this form; to enable women who had 30 years of service to obtain full 
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annuities at the age of 60; and to provide judicial review of Board decisions in 
United States courts of appeals only and not in district courts. In addition, 
the tax rates specified in the Taxing Act (now described as the Railroad Retire 
ment Tax Act) were increased to finance the cost of the additional benefits 
provided by the 1946 amendments to the Railroad Retirement Act. 

he benefits provided for survivors by these amendments accorded generally 
with the scheme of the Social Security Act as to the kind of benefits and the 
methods of calculating them. Month! henefits to dependent widows, children, 
and parents were provided, with a lump-sum benefit payable to these and certain 
other relatives only by way of a small funeral benefit and then only if no monthly 
benefits were payable. hTe average bene.it payable under these amendments was 
25 percent higher than that which would have been payable, under like 
circumstances, under the Social Security Act. The provision previously in 
effect for payment of a lump sum in death cases, equal to 4 percent of the em 

nings after 1936, less the amount of other benefits payable to the 
employee as annuities, was eliminated, All these new survivor benefits were to be 
based on the employee’s earnings after 1936 (not exceeding $3,000 in a year or 
S300 in any month), including earnings in employment covered hy the social- 
security system. These benefits were to be payable, however, only under one 
system or the other and not both, with the governing factor for payment under 
the railroad retirement system being that the employee's last substantial em- 
ployment, determined by a special formula, should have been covered by the 
railroad retirement system. 

Annuities on account of disability were extended to employees who were 
found to be disabled for their regular occupations, since experience had shown 
that these persons were usually unable to obtain any other employment and so, 
as a practical matter were disabled for all employment. Annuities were payable 
on that basis, however, only: for employees having a “current connection with 
the railroad industry” and either having 20 vears of service or being 60 years of 
age. The conditions under which employees totally and permanently disabled 
for all employment would be eligible for annuities were liberalized so that such 
employees could obtain annuities after only 10 years of railroad employment 
or attaining age 60. Either form of disability annuity was to cease in the indi- 
vidual case if, before attaining age 65, the annuitant recovered from his disability 
or earned more than $75 in service for hire or self-employment in each of any 
six consecutive months, 

The amendments to the employment-relation provision effected a change in 
the conditions under which credit for service before 1937 would be allowed in 
cases where the employee was not actively working on the date the system was 
established by eliminating the provision, except for disability cases, which 
enabled this credit to be given where a railroad employee retained through 
August 29, 1935, technical employment rights, although known to have left the 
industry permanently before the establishment of the railroad retirement sys- 
tem. The amendments permitted the necessary relation to be found, however, 
Where the employee, although not in a technical sense retaining employment 
rights at the time the system was established, returned later to the railroad 
industry for substantial periods and thus established that his absence from the 
industry at the crucial time was temporary only. 

In the case of employees, such as redcaps, who before the enactment of the 
Fair Labor Standards Act in 1988 had received all their compensation in the 
form of tips so that they could not have been found to have been working for 
compensation as defined and therefore were not entitled to credit for this serv- 
ice, the amendments definitely provided for the crediting of such service and 
established a fair method in such cases; or, in cases where tips constituted a 
substantial part of the remuneration, for computing the average monthly 
compensation on which the amount of the annuity depends. 

These changes in benefits necessitated securing additional funds to pay for 
them; and since, as it then appeared, the tax rates originally provided would 
have been insufficient to support even the unamended system, the tax rates on 
those covered by the retirement system had to be substantially raised if the system 
was to remain solvent. Accordingly these tax rates which otherwise would have 
remained at 53% percent through 1948 and at 3% percent thereafter (on an 
employee's compensation in railroad employment not exceeding $300 in any 
month) were increased to 5% percent for 1947 and 1948, to 6 percent for the 
years 1949 through 1952, and 6144 percent for all time thereafter. 
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AMENDMENTS OF 1948 (PUBLIC LAW 744, 80TH CONG.; 62 STAT. 576) 


By 1948, however, the cost of living had increased to such an extent that it 
was believed necessary to increase tle benefits payable to retired employees. 
No liberalization of the benefit formula originally established in 1935 had ever 
been secured, and annuities were calculated for the most part on the average 
monthly compensation earned before 1937. In view of this the benefit formula 
for retirement annuities was changed so as to provide an increase in benefits 
of 20 percent, and at the same time all retirement benefits, previously granted, 
both annuities and pensions, were increased by that same percentage. It was 
calculated that the system could stand this 20-percent increase in retirement 
benefits without increasing the already high tax rate, but that the tax schedule 
would not permit any other increase in benefits. Accordingly no change was 
made in the formulas for calculating the benefits for survivors, and no increase 
was otherwise provided for these benefits. It was felt also that, since these 
benefit rates had been established as recently as July 1946, a revision upward, 
though desirable, was not so urgent as in the case of retirement benefits. 

The 1948 amendments also restored substantially the provision, previously 
in effect, for a lump-sum death benefit which would assure an employee that he 
or his survivors would receive benefits at least as much as and somewhat more 
than the taxes he had paid to support the system. Under this provision a 
death benefit would be due, after all monthly benefits possible had been paid, 
in an amount equal to 4 percent of the employee’s earnings in railroad employ- 
ment after 1936 through 1946 plus 7 percent of his earnings thereafter (not 
including compensation in excess of $300 in any month) minus the sum of all 
benefits paid either under the Railroad Retirement Act or under the Social 
Security Act to the employee or to his survivors on the basis of his railroad 
employment. Such benefits would be paid to any person designated by the 
employee to receive them; and, in the absence of such designation, to the 
widow or widower of the employee or other-named survivors, or his estate. 
Provision was made for the payment of this benefit, in cases in which monthly 
benefits would be payable in the future to a widow or parent, if the widow or 
parent elected to have the lump-sum benefit paid in lieu of all benefits which the 
Widow or parent might otherwise become entitled to under the survivor pro 
visions of the Railroad Retirement Act or, on the basis of the deceased em- 
}loyee’s railroad employment, under the Social Security Act. 


THE 1951 AMENDMENTS (PUBLIC LAW 234, 82D CONG., OCT. 30, 1951) 


Although retirement benefits had been increased 20 percent by the amend- 
ments of 1948, retirement annuitants found that their benefits were still far 
below those needed to meet the rising living costs, and the survivors of railroad 
employees, whose benefits were based on the formulas established in 1946, also 
found their benefits to be wholly inadequate. Economic conditions had impelled 
the Congress in 1950 to double the amount of benefits payable under the Social 
Security Act, with the result that the gap between those benefits and those pay- 
able under the Railroad Retirement Act was substantially narrowed despite 
the payment of much higher taxes under the railroad system. In fact, benefits 
to survivors under the social-security system became as much as a third higher 
than those payable under the railroad retirement system, although previously 
averaging 25 percent lower. 

In this situation the representatives of the employees, after careful study and 
securing the benefit of the Board’s experience, proposed and secured the en- 
actment of legislation increasing both employee retirement and survivor benefits 
substantially. 

These increases in retirement annuities and pensions amounted to 15 percent 
and in survivor benefits to 33144 percent, with an over-all minimum of the 
amount that would be payable under the social-security system were railroad 
employment covered by that system. In addition, a spouse’s annuity, payable 
at age 65 to an employee annuitant’s husband or wife, was provided, this benefit 
being payable under conditions similar to the wife’s and husband’s benefit under 
the Social Security Act and amounting to one-half the employee’s annuity or 
pension but not above $40. Further, monthly benefits were provided for the 
dependent widower of an employee under conditions similar to those which would 
entitle a widow to such benefits. 

Since such additional benefits could not be paid for on the basis of the estab- 
lished retirement-tax schedule, it was necessary, all concerned being opposed 
to any tax increase, to reduce the cost of the system in other directions or to 
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secure funds from sources other than taxes if the system was to remain finan- 
cially sound, Accordingly, provisions was made to transfer to the social-Security 
system the payment of benefits to persons (and their survivors) who at the time 
of retirement or death had less than 10 years of railroad service, and to provide 
that retirement annuitants or pensioners who become entitled to old-age insur- 
ance benefits should have their railroad-retirement benefits reduced by the 
amount such benefits were increased by the inclusion of service before 1937 (as to 
which no taxes had been paid) or by the amount of the social-security benefit, 
whichever is less. Since no employee had paid taxes under either system with 
respect to service before 1937, and since the benefit under the social-security 
system is so weighted as in effect to give credit for service before 1937, the re- 
duction provision did not operate inequitably but only to avoid giving double 
credit for this nontaxed service. Moreover, it was established as congressional 
policy that the social-security system should not gain or lose financially as a 
result of the maintenance of a separate railroad retirement system, and pro- 
vision was made for appropriate adjustments in the benefit funds of the two 
systems, as the result of determinations to be made by the Board and the 
Federal Security Administration, in the expectation that these adjustments would 
work in such a way as to provide eventually for transfer of funds from the 
social-security system to the railroad retirement system and thus assist in 
maintaining the railroad system on the desired solvent foundation. 

Senator Dovueias. Mr. Wallace, do you have some questions ? 

Mr. Wauiace. I have a few questions. Mr. Schreiber, you pointed 
out that the 2.9 billion dollars in the reserve was not a surplus but a 
reserve. 

Mr. Scureiner. That is right. 

Mr. Wauiace. Chairman Ramspeck of the Civil Service Commis- 
sion has made the statement that the railroad retirement system had, 
in fact, a $9 billion deficit. Can you explain what he meant by that? 

Mr. Scuremper. I cannot speak for Chairman Ramspeck. I can 
tell you what I think he meant. I think Chairman Ramspeck com- 
pared our system to a private insurance company. 

If we were a private insurance company, I think it would be essen- 
tial, as a matter of law, that we have on hand at all times a reserve 
suflicient to meet accrued liabilities. 

Our accrued liabilities are something like 11 or 12 billion dollars, 
yet we only have in reserve about 8 billion dollars. Now, on the 
principle of a private insurance company, one might say that there 
is a deficit, of course; but that is not the fact for us, and I point that 
out on page 3 of our memorandum. 

Senator DoveGias. Because a private insurance company is not too 
assured of a future flow of income— 

Mr. Scurerber. Exactly. 

Senator Dovenas (continuing). Continuing from future persons 
who would come under the system. 

Mr. Scrreiper. Policyholders. 

Senator Dovaias. Whereas you are assured of people continuing 
to come into the system from those employed on the railroads. 

Mr. Scnretrer. That is right. 

I would like to read one sentence on page 3 of the Board’s state- 
ment, the last sentence : 

The logic is that while there will never be enough funds on hand to meet the 
liabilities which have been incurred to date, nevertheless, the continuing nature 
of the plan will always provide enough funds to meet the actual benefit obliga- 
tions as they accrue. 

Now, in my opinion, I think Chairman Ramspeck assumed that 
on the basis of a private insurance plan we had that deficit. In our 
opinion, the Board’s opinion, the two are not comparable. 
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Mr. Wattace. But this does point up the fact that your 2.9 billion 
dollars in the reserve is not a surplus. 

Mr. Scnrewer. Exactly, it does that; it certainly does that. 

Mr. Watrace. A second point that the committee has received quite 
a bit of mail on is on the question of a flexible retirement age. 

Mr. Scureiver. Yes. 

Mr. Watuiace. You stated awhile back that retirement on full an- 
nuity at age 60 after 30 years of service would cost something like 
£900,000,000. F 

Mr. Scuretper. If all of those eligible took advantage of it. 

Mr. Watxiace. The Railroad Retirement Board report on Mrs. Kee’s 
bill, H. R. 6924, states that the cost of retirement on full annuity after 
30 years of service would be 3.75 percent of payroll, or 3.75 percent of 
$4.9 billion, which would be about $185 million a year—nearly $200 
million. 

Mr. Scureiver. That is right. It assumes that all those eligible 
to retire would do so. 

Mr. Watiace. Do you remember that questionnaire that we worked 
on collaboratively ? 

Mr. Scurerper. Yes. 

Mr. Wauuace. The cost that the Railroad Retirement Board actu- 
aries gave us for that questionnaire for retirement after 30 years 
of service at age 60 was $74,000,000 a year; is that correct / 

Mr. Scuretper. I do not recall that. 

(The information was inserted later: ) 

The figure of $200 million is our estimate of the cost if all eligible employees 


retired before 65. The $74 million figure probably assumes that only a small 


fraction of eligible employees would retire before 65. Actually, of course, no 


one knows how many would take advantage of such a provision. 

Mr. Watrace. Would you check that for the record ? 

Mr. Scureiper. Let me check-that and correct the record. 

I might say this, that all cost figures given here should be subject 
to correction as we go along because, you know, I am not an actuary, 
and I want to be sure I am not misstating, and I hope I will have the 
privilege, Mr. Chairman, of correcting the figures I have given. 

Mr. Wattace. On this flexible retirement age, there was an article 
a while back in Collier’s magazine which stated that the Railroad Re- 
tirement System was one of the best in the country. For the record, 
let me state that system briefly. In the first place, you have a disabil- 
ity retirement feature 

Mr. Scureiper. That is right. 

Mr. Watiace. So that people who have to retire may do so. 

Mr. Scurerber. Yes. 

Mr. Wattace. Secondly, while your normal retirement age is age 
65, a man can retire at age 60 by taking a reduced annuity. 

Mr. Scuretper. [f he has 30 years of service. 

Mr. Wattace. Reduced by one one-hundred-and-eightieth per 
month for every month prior to age 65 that he retires. 

Mr. Scureiser. That is correct. 

Mr. Wat.ace. If a man continues to work after age 65 he is given 
credit for that time so that the longer he works, the higher his an- 
nuity will be when he does retire. 

Mr. Scureiser. That is right. 
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Mr. Waxtace. Getting back to early retirement, could you tell us 
on what basis this one one-hundred-and-eightieth a month reduction 
is based ? 

Mr. Scurerer. Yes. I think it was assumed that if an individual 
retires earlier than age 65, he will receive an annuity for a longer 
period than he would if he retired at age 65. It was felt that there 
ought to be a reduction in the amount sufficient to make up the added 
cost. Now, the assumption was that a reduction of one one-hundred 
and-eightieth per month prior to age 65 will about cover the added 
cost. 

Asa matter of fact, I am advised that one one-hundred-and-eightieth 
is hardly enough to cover it. The man already gets a break even there, 
but the assumption generally is that that will cover the added cost of 
his early retirement. ‘That was the basis of it. 

Mr. Watiace. The civil-service system, which pays a tax which is 
roughly the same as the railroad-retirement tax, 6 percent instead of 
614 percent, provides for early retirement. That system permits early 
retirement with a reduction of one-quarter of one percent a month, or 
3 percent a year, which is about half as much as your reduction. 

Mr. Scuremper. Yes. 

Mr. Watiace. Now, so far as I can determine, there is no actuarial 
basis for that figure. Do you know if there is any basis for it? 

Mr. Scuremer. I heard about it, and so far as I know it is just an 
arbitrary figure. I do not think it is based on anything special; it 
is Just an arbitr: ary figure. 

Mr. Wauuace. Does the social-security system permit early re- 
tirement ? 

Mr. Scurerper. It does not permit retirement before age 65. 

Senator Doveias. Have you thought of the reversal possibility, of 
increasing the monthly annuity for those who choose to retire after 
65 rather than at 65? 

Mr. Scureiper. In other words, what you would do, Mr. Chairman, 
would be to give a premium for later retirement by increasing the 
annuity; is that what you are suggesting ? 

Senator Dovenas. Yes. 

Mr. Scurerper. I have not thought about it, frankly, but it would 
be an interesting development. It would be an interesting thing to 
think about. 

Mr. Watxace. Could you furnish us some figures on what it would 
cost to increase the annuity by retiring after age 65 

Mr. Scurerper. Yes. 

Mr. Watiace. Over and above the crediting for service which they 
now get? 

Mr. Scurerper. Yes. 

The one thing I would like to call to your attention, Mr. Chairman, 
is that what you are suggesting would probably require a provision 
to prevent retirement before 68 or 70. It would not be compulsory 
retirement at that age, but you would not permit retirement before 
that particular age, is that what you have in mind? 

Senator Doveias. No. It would be a voluntary retirement by the 
individual. It would be a voluntary decision by the individual as 
to whether or not he would retire, but if he postponed retirement he 
might get a larger amount per month, just as now he gets a smaller 
amount if he retires prior to 60. 
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Mr. Scureiper. Well, I have not thought about that question, but 
I would be glad to consider it and report to you. 
(The report referred to follows:) 


MEMORANDUM, AveustT 15, 1952 


To: Mr. Schreiber. 
From: Mr. Matscheck. 
Subject: Annuity increases for postponed retirement. 

During the hearings held on August 5 by the Joint Committee on Railroad 
Retirement Legislation, Senator Douglas inquired about the feasibility of grant- 
ing special annuity increases to employees who retire after age 65. The purpose 
of such increases would be to encourage older employees to remain at work as 
long as they can. Such an allowance for delayed retirement seems to parallel 
a provision in the social insurance laws of Great Britain which provides for a 
specific increase in the basic pension for every 25 weeks of additional contribu- 
tions. Senator Douglas has posed the problem only in general terms without 
specifying what that increase, if any, should be. 

Before the 1951 amendments when no credit was given for service past age 
65, the problem of allowing a bonus for postponed retirement could have been 
handled in a straightforward manner. The amendments of 1951 introduce seri- 
ous complications since for employees with less-'than 30 years of service at age 
65 the law as it now stands already provides increases for each additional year 
of service. For instance, employees with 10 years of service at age 65 receive 
roughly a 10-percent increase for each additional year of service. For employees 
with 30 years of service at age 65 there is at the present time no allowance for 
postponed retirement except for the relatively minor effect of the difference in 
the average monthly compensation. When the limitation on total service va 
account of employment before 1937 will cease to operate, there will be a small 
bonus for delayed retirement also for employees with 30 or more years of service 
at age 65. 

Because of these complications, the question arises as to how to calculate the 
increased annuity. Several possibilities may be considered. 

1. The increase per year of service will be a flat percentage of the normal 
annuity that would have been available at age 65. ‘This increase would be added 
to the regular annuity computed as of the date of retirement under the present 
law which in itself may include an allowance for additional service credited past 
age 65, 

2. The increase will be calculated as a fixed percentage of the normal annuity 
available at age 65 and the additional service credits provided in the present law 
for employment after age 65 will be eliminated. Under such a proposal some 
employees with relatively little service at age 65 may actually receive less than 
under the present law. 

3. The annuity shall equal either the normal annuity at 65 plus a percentage 
for such additional year of service or the regular annuity computed as of the 
date of retirement under the present law, whichever of the two is larger. 

The three possibilities listed above are, of course, not the only ones. It should 
be kept in mind that unless the bonus for postponed retirement is fairly sub- 
stantial, the new approach to the retirement problem will fall short of its objec- 
tive, which is to encourage older employees to remain at work as long as they 
possibly can. It can be anticipated that a small increase in annuities on account 
of continuing at work after age 65 will not produce any noticeable reduction in 
the retirement rates. Under such conditions, such an amendment would un- 
doubtedly result in additional cost to the railroad retirement system. On the 
other hand, large allowances might influence the incidence of retirement, but it 
appears almost certain that the reduction in retirement rates that will accompany 
a worth-while bonus will not be sufficient to offset the costs of additional benefits. 
If this be granted, the conclusion can be reached that any bonus for postponed 
retirement will most likely add to the costs of the system. 

We examined several possibilities by the way of illustrations. No attempt was 
made at a cost calculation since there is the basic unknown factor as to the effect 
of any specified bonus on the incidence of retirement. It can be assumed, how- 
ever, that a bonus of 5 percent or less of the normal age 65 annuity for each 
additional year of service would not have a serious effect on retirement rates, so 
that the net result of giving that bonus will! be an additional cost to the retirement 
system without a noticeable offset on account of postponed retirement. Should 
there be any specific suggestions regarding the type of bonus, some other illustra- 
tive calculations could then be made. 
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Mr. Watuace. I have just a few more brief questions. 

You were talking about this social- security reduction a while ago, 
that is, the restriction on the use of prior service for those receiving 
dual benefits. You stated that something like 35,000 people were 
affected by it 

Mr. Scureiper. That is right. 

Mr. Wauiace. Could you tell me how many people are affected by 
the social-securit y reduction for those who have not actually retired 
but would be entitled to a social-secur ity benefit ? 

Mr. Scuremer. A very small number, Mr. Wallace. I think it is 
about 8,000 out of 265,000, a very small fraction. 

Mr. Wartace. You also mentioned, I believe, that the Board favors 
a change in the disability work clause— 

Mr. Scureiser. That is right. 

Mr. Watiace. Liberalizing it to $100, but putting it on a monthly 
basis rather than six consecutive months. 

Mr. Scureiper. Yes. 

Mr. Wauuace. Could you tell us what it would cost if you liberal 
ized it on the basis that you recommended at $125? 

Mr. Scuremer. That would not be a saving; that would result in 
an added cost, I think, of about a million and a half or two million 
a year, because—— 

Mr. Wauiace. So placing the $75 work restriction on a monthly 
basis rather than on a 6-month basis would save a million and a half 
dollars while raising it to $125 and placing it on a monthly basis would 
cost 

Mr. Scureiper. About one and a half million. 

Mr. Wau M kr. Last year the Board favored larger benefits than were 
included in the 1951 amendments. Does the Board still favor that ? 

Mr. Scureiper. I may suggest that since the amendments of 1951 
the Board has not considered any of its former proposals, so I cannot 
say what its position is at this moment. 

Mr. Watiace. One other question. What is the estimated annual 
saving to the fund realized from the so-called dual-benefit restriction 
approved in 1951? 

Mr. Scurerber. I mentioned that. If you will look at page 10 of 
my statement, you will find that the first 10 years the savings would 
be, roughly, $11,000,000 a year. It will be $15,000,000 a year for the 
next 1Q ve: i's i and $9,000,000 a vear for the third decade. 

Mr. Wantace. Do you have any estimate on any extra adminis- 
trative costs involved in that feature ? 

Mr. Scurerser. In our dual provision ? 

Mr. Wattace. In your dual anne provision. 

Mr. Scureiver. I doubt whether it is very great; but if you wish, 
we can submit to you some estimate on ohne. , 

(The estimate referred to follows :) 


MrEMORANDUM, AuGusrT 15, 1952 


To: Associate general counsel. 
From: Chief executive officer. 
Subject: Cost of administering dual-benefit provisions, 

Pursuant to your request, we have investigated the excess costs to the Railroad 
Retirement Board of administering the dual-benefit provisions of the Railroad 
Retirement Act, as amended, and find that they can be estimated conservatively 
at $50,000. That amount does not include similar costs incurred by the Social 
Security Administration which it is presumed eventually will be chargeable 
against the Railroad Retirement Board under the reimbursement provisions of 
the amended act. 

F. J. McKENNA. 
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Mr. Wauiace. Thank you. 

Senator Dovetas. Thank you very much, Mr. Schreiber. The 
Board’s statement will be placed in the record at this point. 

(The statement referred to follows:) 


STATEMENT OF THE RAILROAD RETIREMENT BOARD 


Mr. Chairman and members of the committee, the hearings today are devoted 
to “all questions relative to liberalization of benefits or change in the eligibility 
requirements under the Railroad Retirement Act.” We assume that the “change 
in eligibility requirements” contemplates proposals to liberalize the present 
eligibility requirements in order to enable a larger number of persons to become 
eligible for benetits. 

As the committee well knows, the railroad retirement system is financed by 
payroll taxes on employers and employees in the railroad industry. The tax 
rate is 644 percent up to $300 a month on each side. The railroad retirement 
system is intended to be maintained on a financially sound basis so that any 
consideration of liberalization of benefits must necessarily take into account the 
effect of such liberalization on the financial soundness of the railroad retirement 
System. 

At the present time, the railroad retirement account has a reserve of about 
$2.9 billion. This amount is invested in Government bonds earning interest at 
the rate of 8 percent per annum. This “reserve,” of course, must be distinguished 
from a “surplus.” In a system maintained on a level-cost basis, such as is the 
railroad retirement system, the income from payroll taxes during the first several 
decades exceeds the benefit payments. Thereafter, benefit disbursements reach 
a point beyond which they exceed and continue to remain above fhe income from 
the payroll tax collections. When the benefits reach a peak and level off, it is 
anticipated that the amount in the reserve would be sufficiently large to enable 
the interest thereon to make up the difference between the cost of the benefits and 
the tax collections. Consequenly, the balance in the reserve must not be looked 
upon as a surplus available for increasing benefits, but as a reserve for those 
employees (and their families) who will retire in the future. 

As a matter of fact, if judged by the requirements on a private insurance com 
pany, there is now a “deficit” in the railroad retirement account because the 
reserve of some $2.9 billion in the railroad retirement account is only a fraction 
of the accrued obligation of the railroad retirement system with respect to service 
already performed. However, a system such as the railroad retirement system 
is not comparable to a private insurance company. In the case of the latter, the 
reserve must always be equal to the total of accrued liabilities. This is not neces- 
sary, however, and is not done with the railroad retirement system, or any other 
Federal governmental retirement plan, or the large majority of State and mu- 
nicipal systems, under which contributions or taxes are compulsory. Under such 
plans, new accessions are automatically guaranteed. Generally, also, the con- 
tributions of employees are matched by the employers, as for example, under the 
railroad retirement and social security systems, and approximately by the Federal 
Government as employer under the Civil Service Retirement Act. The com- 
pulsory nature of these governmental retirement plans permits, and properly so, 
the anticipation of future contributions from the present employee group as well 
as for entrants in future years. In the last analysis, this can be done because 
these systems are by their very nature on an indefinitely continuing basis, that is, 
open end as contrasted with the private insurance contract. For these reasons, 
Congress adopted the level-cost method of financing these governmental plans. 
The basis adopted has been a flat tax rate applicable to present employees and 
new entrants alike, regardless of age. Under this method, an unfunded liability 
of a substantial size is therefore inherent to the extent that provisions is made 
for crediting prior service (direct or indirect) of the initial group covered and by 
reason of later liberalizations applicable to vears of service for which less taxes 
were paid. The essence of the method is that this liability is reflected in the 
determination of the level rate itself which is essentially composed of two parts: 
(a) new entrant rate and (b) annual interest charge on the accrued liability 
expressed as a pereent of payroll. The logic is that while there will never be 
enough funds on hand to meet the liabilities which have been incurred to date, 
nevertheless, the continuing nature of the plan will always provide enough funds 
to meet the actual benefit obligations as they accrue. 

While we do not consider it appropriate to compare the railroad retirement 
system with a private insurance company, we cannot overlook the fact that on 
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the basis of the fourth actuarial valuation assumptions, the cost of the benefits 
at the present time is about 14.10 percent of payroll while the tax collections 
amount to 12.5 percent of payroll, thus showing a difference of over 1% percent 
of payroll (or some $80,000,000 a year), between the cost of the system and the 
tax collections. We do not as yet have the results of the fifth actuarial valuation 
which will be completed by the end of the year, but the indications at the present 
time are such as to warrant the assumption that the cost of the system, as a 
result of the 1951 amendments, will certainly not be less than 12.5 percent of 
payroll, and in all likelihood will be above that figure. 

rom what we said above, the conclusion is inescapable that the railroad 
retirement system is at the present time not overfinanced, and if the system is 
to be maintained on a sound financial basis, no consideration can be given to 
liberalizations of benefits (the obvious effect of which would be to increase the 
cost of the system) without at the same time considering some method by which 
additional revenues could be secured to cover the added cost. 

We assume that the hearings tomorrow on the subject of the financial status 
of the railroad retirement fund and methods of increased financing will direct 
themselves, among other things, to some method by which additional revenues 
could be secured if the act were amended to achieve a liberalization of benefits. 
(As requested by your committee, the Board will file a statement with you on 
the sub‘ect of tomorrow’s hearings.) Accordingly, and since there is no indication 
in the subject of today’s hearings of any specific proposals for liberalization, we 
will in this statement limit ourselves to a discussion of some of the proposals 
made recently to liberalize the benefits under the Railroad Retirement Act. 


1. RETIREMENT ON FULL ANNUITIES AT AGE 60 UPON COMPLETION OF 30 YEARS 
OF SERVICE 


One proposed amendment would change the eligibility requirements so as to 
provide a full annuity at age 60 upon completion of 30 years of service. At the 
present time the Railroad Retirement Act does provide a full annuity to a 
woman employee at age 60 upon her completion of 30 years of service, and ¢ 
reduced annuity to a man employee at age 60 upon his completion of 30 years 
of service; that is, in the case of the man the annuity is reduced by one one- 
hundred-and-eightieth for each month that he is under age 65 at the time his 
annuity begins to accrue in order to partially compensate the railroad retirement 
account for the earlier beginning date of his annuity so that, presumably, the 
total cost of the annuities in such a case will not very much exceed the present 
value of the man’s annuity if it were to begin at age 65. Under the present law, 
he already gets some advantage over the man who does not retire until 65. 

The proposal to eliminate this reduction of one one-hundred-and-eightieth for 
each month that the man is under age 65 contemplates payment of a full annuity 
to a man in such case to begin not at age 65 but at a lower age (though not 
lower than 60), so that he would thus receive annuities as much as 5 years 
earlier than those who retire at age 65. That this will impose additional cost to 
the system is quite obvious. If all men having 30 years of service at age 60 
were to retire on full annuities, the added cost would be in the neighborhood of 
$200,000,000 a year. It is, of course, impossible to predict how many men would 
take advantage of this liberalization and retire before age 65. Those who did 
would do so at the expense of those who remain in service until age 65 or longer 
and continue to pay taxes until retirement. The propriety and fairness of per- 
mitting some men who are fortunate enough financially to retire before age 65 
at the cost and expense of those who are not so fortunate certainly seems 
questionable. 

The Board can see no good reason why the Railroad Retirement Act should 
be amended in such a way as to provide inducement for workers to leave the 
railroad industry before the age at which they would ordinarily intend to re 
tire from grainful employment. For example, a worker who reaches age 60 
and has accumulated 30 years of service could retire on a substantial annuity, 
obtain a job in some other industry, and continue to receive his railroad annuity. 
Under the provisions of the Social Security Act, it would be relatively easy, at 
least in the next decade or so, for him to acquire enough social security coverage 
to qualify at age 65 for a substantial old-age benefit. He would thus draw an- 
nuities under two retirement systems, and if his annuity under the Railroad 
Retirement Act is based exclusively on service after 1936, such annuity would 
not be reduced by reason of his benefit under the Social Security Act. On the 
other hand, a similarly situated employee who decides to remain on his rail- 
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road job until his retirement from gainful employment would receive an an- 
nuity from the railroad system only, which would not necessarily be larger than 
the full annuity that would have been payable upon attainment of age 60 and 
completion of 40 years of service. The second employee, because he pays taxes 
for a longer period, and receives benefits for a correspondingly shorter period, 
than the first employee, in effect bears a large part of the cost of the benefits to 
the first employee. While it is to be expected that men from time to time will 
leave the railroad industry, and while it is appropriate that these men while 
working in other industries receive the protection afforded by the old-age and 
survivors insurance system, the Board sees no reaseon for governmental en- 
couragement of excess separations of able-bodied workers whom the railroad 
industry can ill afford to spare. 

It has been suggested that the present provision for full annuties to women at 
age 60 with 30 years of service discriminates against men of that age with that 
many years of service, whose annuities are reduced by one one-hundred-and- 
eightieth for each month that they are under age 65. But in the Board’s opin- 
ion there is no discrimination. In the first place, there are very few women in 
the railroad industry and there are even fewer who work as long as 30 years, 
so that, as a matter of fact, the cost of the provision for full annuities to women 
at age 60 upon their completion of 30 years of service is inconsequential, while, 
as indicated above, the cost would be great if men were allowed to retire on full 
annuities at age 60 with 30 years of service. Moreover, the treatment of women 
in this regard is reasonable in that a woman at age 60 finds it harder to keep 
her job or find a new one than a man of 65. 


2. ELIMINATION OF THE PROVISION FOR REDUCING AN ANNUITY BASED IN PART ON 
THE NONTAXABLE SERVICE BEFORE 1957, BY THE AMOUNT OF THE SOCIAL SECURITY 
BENEFIT OR BY THAT PORTION OF THE ANNUITY WHICH IS ALLOCATED TO SUCH 
NONTAXABLE SERVICE 


This proposal would strike out the last paragraph of section 3 (b) of the 
Railroad Retirement Act of 1937, as amended in 1951, which reads as follows: 

“The retirement annuity or pension of an individual, and the annuity of his 
spouse, if any, shall be reduced, beginning with the month in which such individ- 
ual is, or on proper application would be, entitled to an old age insurance bene- 
fit under the Social Security Act, as follows: (i) in the case of an individual’s 
retirement annuity, by that portion of such annuity which is based on his years 
of service and compensation before 1937, or by the amount of such old age 
insurance benefit, whichever is less, (ii) in the case of the individual’s pension, 
by the amount of such old age insurance benefit. and (iii) in the case of the 
spouse’s annuity, to one-half the individual’s retirement annuity or pension as 
reduced pursuant to clause (i) or clause (ii) of this paragraph: Provided, 
however, That, in the case of any individual receiving or entitled to receive 
an annuity or pension on the day prior to the date of enactment of this paragraph, 
the reductions required by this paragraph shall not operate to reduce the sum of 
(A) the retirement annuity or pension of the individual, (B) the spouse’s 
annuity, if any, and (C) the benefits under the Social Security Act which the 
individual and his family receive or are entitled to receive on the basis of his 
wages to an amount less than such sum was before the enactment of this 
paragraph.” 

The reason for this last-quoted paragraph is found in the report of the Sen- 
ate Committee on Labor and Public Welfare (which revised the bill S. 1347, later 
enacted, substantially, as the amendments of October 30, 1951), as follows: 

“* * * section 7 provides against duplication of credit for prior service. 
The amended Social Security Act is so weighted as, in effect, to give credit for 
service before 1937. In view of this, and since employees who now receive 
credit for service before 1937 have not paid any taxes with respect to such serv- 
ice, the sponsors of the bill deemed it appropriate to continue to give credit 
under the Railroad Retirement Act for prior service, but only if the employee 
does not also receive an old-age benefit under the Social Security Act.” 

The savings to the railroad retirement system as a result of the above-quoted 
provision in the act is estimated to be $11 million a year for the first 10 years 
and $15 million a year for the next 10 years, $9 million a year for the third de- 
cade, $3 million for the next 10 years, and steadily decreasing amounts there- 
after until the savings vanish, approximately in the year 2000. The dollar 
savings in benefits over the period of the next 50 years comes to about $385 
million. These aggregate benefits when taking the 3 percent interest rate into 
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account yield on the one hand a present value of about $250 million, on the 
other an accumulated amount of somewhat more than $1 billion, when con- 
sidered in terms of the future value 50 years from now. The latter figure repre- 
sents the addition that will be available to reserves calculated otherwise as of 
the year 2000 when the savings of the prior service restriction provision are 
included (In this connection it should be noted that any amount invested at 
3 percent interest compounded annually doubles itself every 23144 years.) 

In the Board’s opinion this proposal raises the question whether the savings 
shown in the last paragraph should be dissipated for the benefit of a few or 
should be retained for the benefit of all. Of the 265,000 annuitants on the Board’s 
rolls only about 35,000 are affected by this provision and it would seem that the 
interest of the remaining 230,000 now on the rolls and the much larger number 
of those who will retire in the future should overcome the interest of the smaller 
number. 

It has been suggested that, as a substitute for this proposal, there should be 
stricken from the last paragraph of section 3 (b) only the phrase “or on proper 
application would be.” If this were done the savings indicated above from the 
present provision would be reduced by 20 to 30 percent, or conceivably by even 


a larger percentage. While the adverse effect on the railroad-retirement account 
would be less drastic from the substitute than from the original proposal, the 
number of annuitants affected by the phrase “or on proper application would be” 
is about 3,000 or about 1 percent of the 265,000 annuitants on the rolls of the 


railroad-retirement system. 

This proposed substitute, however, raises a difficult problem. The apparent 
purpose of the substitute is to afford relief to an individual who is subject to the 
reduction provision even though, by reason of his continuing in nonrailroad serv- 
ice, he is not receiving the social-security benefit. In such case the proposal would 
postpone the reduction until after the individual has ceased working and has 
applied for his social-security benefit. In other words, the phrase in question is 
intended to continue to apply to one who has retired but failed to apply for the 
social-security benefit, but how do we determine when one has really retired? 
Would it be appropriate, for example, to provide that an individual past 65 who 
has not worked for, say, 6 months in succession, should be presumed to have 
retired from service covered under the Social Security Act in the last calendar 
quarter in which he worked? Or at the end of the 6-month period? 

In any event, the Board believes that here again consideration should be given 
to the extent by which the interest of the great majority of railroad workers 
should outweigh the interest of the small group of about 3,000. 


8. ELIMINATION OF WORK CLAUSE FOR SURVIVOR BENEFICIARIES 


Under the law now in effect, a survivor annuitant will continue to receive the 
annuity for any month during which he or she earns no more than $75 a month 
(substantially the same as under the Social Security Act) or does not work for 
an employer under the Railroad Retirement Act. Aside from the cost of this 
proposal itself (which would be considerable) the payment of the annuity to a 
beneficiary under the Railroad Retirement Act who earns more than $75 a month 
would present another problem. Under section 5(k)2 of the Railroad Retire- 
ment Act, the Social Security Administration reimburses the Railroad Retire- 
ment Board in an amount which would be payable to the beneficiary under the 
Social Security Act if the deceased’s railroad service had been social-security 
employment. To illustrate: If the survivor annuity paid under the Railroad 
Reirement Act is 860 a month, and if the decreased employee’s railroad service 
had been “employment” under the Social Security Act, the widow would have 
received under that system $50 a month, the reimbursement provisions require 
that, in the adjustment between the two systems, the social-security system 
credit the railroad-retirement system with $50 for each such month. However, 
in a month in which the beneficiary earned more than $75 in social-security 
employment, the railroad-retirement system would continue to pay the survivor 
annuity of $60, but the Social Security Administration would not credit the Rail- 
road Retirement Board with $50, or any amount, because under such circum- 
stances that administration would pay nothing to the beneficiary. Aside from 
the administrative complications that would result from the adjustment between 
the two systems, the cost of such provision would not only result from the added 
annuities paid for months which would otherwise not be paid, but also from the 
loss of credit from the Social Security Administration. 
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Retirement Act, on which the Board will be glad to comment specifically if and 
when so requested by the committee. There is, however, one proposal which, 
contrary to the other proposed liberalizations, would lieve a saving to the 
railroad retirement system As you know, the Railroad R ement Act } ides 
annuities to persons who are totally and permanently d bled for a guiat 
employment and, under certain conditiot persons wl l tally 1 perma- 
nently disabled only for work in the egular \ I | nnuities 
to perso! efor ge 65 1 they I e to be s ibled 

until that age The fourth sentences pa f section 2 (a) of the 
Railroad Retirement Act, as amended, provides as f s 

“An employee, in re¢ pt ¢ ue ( MLLLTS l { ho earns more than $75 
in service for hire, or in I npioyvyment n ( i V SIX « isecul e < nda 
months, shall be deemed to « se to be s ables st of such months 
and such employee sh p to t Boars 1edii ill service for hire 
or such self-employment.” 
This provision has given rise to serious problems. M lisability annuiteants 
have misunderstood ft! nificanes f tl pl have made arrange- 
ments with their em] ers to be paid a 1 deal 1 e than $75 in some of the 
6-month period and to be paid less than $75 one ore hs in this period 
Thus, they continue to in regular employme i view to non feiture of 
their annuity, as shown by tl ollowing trations 

An annuity of $106 ix paid; th nnuit ; based on disa- 
bility and was awarded on M 7, eff Al 2, 1946, based on 
average monthly compensation of § On July 5, 1949 is ann nt irted 
working as a clerk for X (not a railroad) and the following earnings have been 
reported for him. 
1949: | 1950—Continued 

SNR ee Bs ao ge eh | September $230 

Perey aS a. oe | October B e 115 

March______ Sea Se ae Deen ee 230 

April__- eo a December sree sere 72 

May--_-_- lian = > = i 1951 : 

Os ois maids acini ‘ January ia 2 * 

July__ sale ; : 5 PORE ae 

August sigue sib tmawidiedtatod oi E March stig nian titols 

September icknwenasenas DI ince rsisaticmincpinkatcns tase acaba 

October___-_ oi eee oe 5 | May jt ete 

November___- sttindiniehicna: Qaents eee : snshescletiie teas 

Deceniber_____ 2 G2 July : meas a 
1950: August : 

NN rae a yal September 

February______- i eres hee October : 

March... - . November 

April ped ae December 

NW cites ct oom - 1952: 





January 
February 
March 


SOP swantewucinn x weber 230 
August 230 


The last report in this case dated April 21, 1952, covered t 
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In accordance with established procedure the next report was to be requested 
in July 1952. 

In another case, an annuity of $113 is now being paid; this annuity is based 
on occupational disability and was awarded April 18, 1947, effective from January 
1, 1947, based on average monthly compensation of $173.89. Since January 1, 
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1950, this annuitant has been working for the city of X as director of smoke 
elimination, and the following earnings have been reported for him: 
1950: 1951: 
January a ; January iene ‘ 
February " ia February ‘ eiasceaian tb ta 






March er eae March_-_-- - sineesennicatnnge 

April ‘ Fes aieanhien April ; ‘i “ 

May : at eared May---- ienasan 

June_ i ‘ - | June iain 

July i siete 275| July . asain cease 
August ae 275 | August saa hmaaunanean abies 
September ‘ hemieeameanes. Eee September ~ciasnsaigitianneihtnial 
October- a _ j es 275 October - 7 vs in i 
November__.- ceaansedne 137 November__ iinakieabedeesianys imma 
December_____ ek a aah tt December Saihaletataiatauas. Site 


The last report covered through September 1951. The next report will be 
requested September 1952. 

In another case an annuity of $74 is now being paid; this annuity is based 
on occupational disability and was awarded on September 8, 1948, effective from 
March 16, 1948, based on average monthly compensation of $138.94. Since March 
13, 1950, this annuitant has been working for the X company, feeding sheets of 
cardboard into a scoring machine, and the following earnings have been reported 
for him: 
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September mess sie etinineiai 232 | September : slat a raidpiciaeg areal 251 
a eee ee i ac ui! 
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The last report, dated November 9, 1951, covered through October 1951. The 
next report will be requested in October 1952. 

In another case an annuity of $137 is now being paid; this annuity is based 
on occupational disability and was awarded on September 10, 1948, effective from 
February 27, 1948, based on average monthly compensation of $232.53. This 
annuitant began working for the X company as night watchman in May 1948, 
and the following earnings have been reported for him: 
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The last report requested of this annuitant was received January 10, 1952, and 
covered through November 1951. In accordance with established procedure the 
next report will be requested in December 1952. 

In another case, an annuity of $129 a month is now being paid; this annuity is 
based on occupational disability and was awarded November 4, 1948, effective 
from September 1, 1948, based on average monthly compensation of $213.86. 
Since October 27, 1948, this annuitant has worked for the city of X as a traffic 
checker, counting the number of vehicles passing a certain point, and the fol- 
lowing earnings have been reported for him: 
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The last report from this annuitant was requested May 15, 1952, and covered 
through April 1952. 

In another case, an annuity of $130 a month is now being paid; this annuity 
is based on occupational disability and was awarded August 10, 1950, effective 
from December 16, 1949, based on average monthly comnensation of $213.99. 
Since June 1950 this annuitant has worked as a carpenter for four different 
construction companies, and the following earnings have been reported for him: 
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The last report from annuitant’s current employer covered through December 
1951. The file is coded to request another report. in July 1952. 

In another claim, an annuity of $83 a month is now being paid; this annuity 
is based on occupational disability and was awarded on May 2, 1950, effective 
from December 2, 1949, based on average monthly compensation of $153.61. 
Since June 4, 1951 this annuitant has worked for the X Air Force base recondi- 
tioning wooden boxes and crates, and the following earnings have been reported 


for him 
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The next report was to be requested in July 1952. Annuitant is still employed 
at the air base. 

In another claim, an annuity of $93.23 a month is now being paid; this 
annuity is based on occupational disability and was awarded May 10, 1950, effec- 
tive from April 1, 1950, based on average monthly compensation of $195.97. 
Since July 1950 this annuitant has worked for six different companies as a car- 
penter, generally for construction companies, and the following earnings have 
been reported for him: 
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The next report will be reauested about December 1952 

The bill, which in modified form was enacted as the 1951 amendments to the 
Railroad Retirement Act, proposed to solve this problem by eliminating the 
above-quoted sentence and by substituting therefor a provision that a disability 
annuitant shall not receive an annuity for any month in which he earns more than 
$100, up to age 65, and $50 after that age. The $50 provision was in harmony 
with the then proposed $50 work clause for all annuitants between age 65 and 
75. As you know, neither the $50 work clause nor the $100 work clause for 
disability annuitants was adopted. It has since heen suggested that there 
be substituted for the quoted sentence a provision denying an annuity to any 
disability annuitant before age 65 for any month in which he earns more than 
$100. After age 65, however, there would be no limit to the amount of his 
earnings provided, of course, he does not work for an employer under the act 
or the last person for whom he was employed before his annuity began to accrue. 
The estimated savings to the railroad retirement account if this proposal were 
adopted is about $1.5 million a year. 

In considering any liberalization of benefits under the Railroad Retirement 
Act, it seems pertinent on the one hand to take into account the higher tax rates 
paid by railroad employees under the railroad retirement system than those 
paid by employees covered under the social security system, and on the other 
hand, the superiority of the benefits under the Railroad Retirement Act over the 
benefits under the Social Securitly Act. This consideration calls for a com- 
parison of the benefits under the two systems. 


5. HOW RAILROAD RETIREMENT AND SURVIVOR BENEFITS COMPARED WITH SOCIAL 


SECURITY BENEFITS BEFORE THE ENACTMENT OF PUBLIC LAW 590, EIGHTY-SECOND 


CONGRESS, SECOND SESSION 


From the very beginning, the railroad retirement plan has offered railroad 
workers better over-all protection than has been available to employees under 
the general social security plan. This was true even after the far-reaching 
improvements which were made in the social security system in 1950. In fact, 
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it is believed by some people in the social insurance field that the superiority of 
the railroad plan helped to bring about improvements in social security. 

In the light of further improvements made in the Railroad Retirement Act in 
1951, railroad employees have protection which is, on the average, far more 
valuable than that available to employees under social security. When com- 
pared with employees under social security, it can be said that 

(1) Railroad employees receive higher retirement benefits. 

(2) Survivors of railroad employees are paid benefits which are at least 
equal to those paid under social security, and in many cases they are higher. 
Eventually the railroad formula will yield higher amounts in most cases. 

(5) Railroad employees alone have valuable protection against disability 
before age 65. Under social security, no retirement benefits are payable 
until age 65. 

(4) Railroad employees alone are guaranteed that the retirement and 
survivor benefits paid in their cases will be greater than the taxes they 
contributed to the retirement system. 

The data below illustrate the superiority of the railroad system: 








RRA SSA 
Retirement benefits: 
Present maximum benefit to— 
Employee atone come $165.50 $85. 00 
Employee and wife $205.60 127. 50 
Present average benefit to— 
Employee alone $95 42.00 
Wife or dependent husband $37 23. 00 
Future maximum benefit to 
Employee alone (with 40 years of service) _-- $220.80. 85. 00 
Employee and wife $260.80__- 127. 50 
Employee alone (with 45 years) . $248.40 85. 00 
Employee and wife $288.40 27. 50 
Survivor benefits 
Present maximum to— 
Widow (of employee with 16 years after 1936 $60.90___ 63. 80 
Widow and 1 child $120 7 
Widow and 2 children $150 168. 75 
Widow and 3 children $160 168. 75 
Future maximum to 
Widow (of employee with 40 years after 1936 $73.50 
Widow and 1 child $122.50 
Widow and 2 children $160 
Widow and 3 children $160 
Insurance lump sum (payable under Railroad Retirement 
Act when no survivor is immediately entitled to a monthly 
benefit, but in all cases under Social Security Act 
Present maximum to survivor (of employee with 16 | $609 255. 00 
years after 1936 
Future maximum to survivor (of employee with 40 | $735 255. 00 
years after 1936). 
Future maximum to survivor (of employee with 45 | $761.30__- 255. 00 


vears after 1936 











Guaranty of benefits greater than taxes yrs of railroad em- ( 
pl r em- 
1 
I em- 
i t ice 
When employees may retire 
Before age 65 About one-third of all rail 
vad loyees, some it 
Because of total and permanent disability At any age after 10 years’ ( 
Because of permanent disability for regular occupation At 0 after 10 year r 


1 No provision. 


In conclusion, Mr, Chairman and members of the committee we appreciate the 
opportunity afforded us by your committee to present the foregoing views, and 
we assure you of our continued cooperation with your committee. 

Respectfully submitted. 

THE RAILROAD RETIREMENT BOARD, 

Representative Wotverron. Mr. Chairman, I have prepared a simi- 
lar statement to that given by Mr. Schreiber, and I would like for it 
to be a part of the record. It is not nearly as long as the one Mr. 
Schreiber has submitted. 
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Senator Dovaras. We will print that also, Congressman. 
(The prepared statement submitted by Representative Wolverton 
reads in full as follows:) 


STATEMENT OF Hon. CHARLES A. WOLVERTON, A REPRESENTATIVE IN CONGRESS 
FROM THE First CONGRESSIONAL DISTRICT OF THE STATE OF NEW JERSEY 


Mr. Speaker, I have a very real and genuine desire to see our railroad retire- 
merft system provide the largest possible benefit to our retired railroad workers, 
or their survivors as can be done without impairing the solvency of the retirement 
fund. I realize there are many seeming inequities under the present laws govern- 
ing the system. Therefore, I have accepted membership on the joint committee 
of the Senate and House, created by congressional resolution, to make a complete 
study of the Railroad Retirement Act, and, make recommendations with respect 
thereto. 

In order that there may be an understanding upon the part of all interested 
parties as to the provisions of the present law and the changes that have been 
incorporated into the original law between the time of its enactment and the 
present time, I have endeavored in a brief manner to set forth the provisions of 
the Retirement Act as presently amended, as follows: 

Legislation proposing to establish a railroad retirement system was first intro- 
duced in Congress in 1933, which resulted in the enactment of the Railroad 
Retirement Act of 1934. However, the Supreme Court of the United States 
handed down a decision on May 6, 1935, holding that this law was unconsti- 
tutional. 

The Social Security Act, which was approved August 24, 1935, covered rail- 
road employees as well as individuals employed in other industries outside of 
the railroad industry. However, at that time the railroad labor organizations 
and Congress were in accord in the belief that there was need for a separate 
retirement system to cover railroad workers engaged in interstate commerce the 
same as there was a need for a separate law to govern and regulate the trans- 
portation of interstate commerce by railway carriers. Therefore, Congress 
enacted the Railroad Retirement Act of 1985, which was approved on August 29, 
1935. This act also amended the Social Security Act so as to remove railroad 
employment from coverage under that act. 

The Railroad Retirement Act of 1935 was amended on June 24, 1937. The 
Railroad Retirement Act of 1937 abolished the provision which provided for 
compulsory retirement at age 65. It also provided a reduced annuity to a 
retired employee who had attained age 60 and who had 30 years of service 
It also provided for a full annuity for total and permanent disability after 30 
years of service, regardless of age. Minimum annuities were also provided for 
employees reaching age 65 with at least 20 years of service, and lump-sum death 
benefits were provided calling for a refund to the survivors of all taxes which 
had been paid by the deceased employee, plus an allowance for interest, less any 
retirement benefits that had been received by the employee under the act. 

The 1937 taxing act levied a tax in equal amount upon the employee and 
employer for all wages up to $300 per month. This tax started at 2% percent 
on each beginning January 1, 1937, to be increased one-half of 1 percent each 3 
years until it reached a maximum of 3% percent on each on January 1, 1949. 

The railroad retirement system was further amended in 1946 by the enact- 
ment of what is called the Crosser Act, whith was approved July 31, 1946. 
Amendments made by that act provided in brief (1) a provision providing for 
monthly survivor annuities correlated with and patterned after these provided 
by the Social Security Act; (2) liberalization of the provisions governing dis- 
ability annuities. The amendment provided that an employee who had been 
disqualified for his regular occupation would be entitled to a disability annuity 
if he had attained age 60 regardless of his length of service: however, if he had 
not attained age 60, he must have had at least 20 years of service; and (3) 
changes in the provision with respect to minimum annuities which resulted 
in increases in the minimum retirement annuities. The amendments also elimi- 
nated the tax-refund provision which guaranteed that the employee or his 
survivors would always receive in benelits as much as the employee had paid 
in taxes, plus interest. 

The Crosser Act also increased the taxes payable by the employee and the 
railroads for the support of the retirement system to 5% percent each in 1947 
and 1948, 6 percent in 1949, 1950, and 1951, and 6144 percent thereafter. 
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The Railroad Retirement Act was again amended in 1948 by the Wolverton 
Act, approved June 23, 1948. All current retirement annuities and pensions 
and all future retirement annuities were increased 20 percent, with no change 
in the survivor benefits except to restore and make retroactive the provision 
which guaranteed that the employee or his survivors would receive benefits 
equal to the taxes paid by the employee, plus interest on such taxes. 

In 1951 the Congress of the United States further amended the Railroad 
Retirement Act, which amendments were approved October 31, 1951. As in the 
past these amendments were the result of a movement sponsored by the railroad 
labor-union organizations. However, unlike past movements by the labor organ 
izations, the railroad brotherhoods were not in agreement as to proposed amend- 
ments to the Railroad Retirement Act, which disagreement resulted in the intro- 
duction of two bills (H. R. 3669 and H. R. 3775). 

H. R. 3669 was supported by the Railway Labor Executives Association, and 
H. R. 8755 was supported by the transportation brotherhoods ; namely, the Order 
of Railroad Conductors, the Brotherhood of Locomotive Firemen and Enginemen, 
the Brotherhood of Locomotive Engineers, and the Brotherhood of Railroad 
Trainmen. 

It is my understanding that the major differences of the railroad labor or- 
ganizations was that the Railroad Labor Executives Association favored a 
correlation of railroad retirement benefits with those of social security, while 
on the other hand the four transportation organizations were opposed to such 
correlation with social security of railroad retirement benefits and in addition 
the imposing of the social security $50-a-month work restriction upon retired 
railroad employees, According to the representatives of the four transportation 
brotherhoods, they had three or four meetings with the representatives of the 
Railroad Labor Executives Association for the purpose of working out a com- 
promise bill, which failed. Therefore, the result was that each group sponsored 
legislation, the Railway Labor Executives Association H. R. 3669, and the trans- 
portation brotherhoods H. R. 8755. 

H. R. 3669 provided in brief (1) to increase retirement annuities approxi- 
mately 18 percent, and pensions 15 percent; (2) to increase minimum annuities 
13 percent, however, it also provided that the minimum annuity would not be 
less than that which would be paid by social security if such railroad service was 
covered under such Social Security Act; (3) to provide for the payment of a 
spouse’s annuity in an amount equal to 50 percent of the retired employee's 
annuity, but not in excess of $50 a month; (4) to credit service and compensa 
tion earned after the end of the year in which the employee had attained age 
65; (5) to increase the monthly survivor benefits of widows, children, and par- 
ents from 50 to 75 percent. The bill also provided that no annuity would be 
paid to any employee who had less than 120 months of railroad service. Such 
employees and the survivors of such employees would be transferred to social 
security for the purpose of receiving benefits. H. R. 3669 also provided a work- 
restriction clause which proposed that a retired railroad employee who earned 
more than $50 a month in employment covered under the Social Security Act 
would have to give up his railroad retirement annuity for such month. The 
amended bill also provided that the railroad retirement annuity of a retired 
employee would be reduced for any month in which he was also entitled to a 
social-security old-age benefit, That is, the annuity would be reduced either by 
the amount of his social-security benefit or by the amount of his railroad retire- 
ment annuity computed on his prior service, whichever was least. The bill also 
provided to increase the taxable base compensation from $300 to $400 a month, 
which would mean a 3314-percent increase in taxes to the employee who has a 
monthly wage of $400 or more. 

H. R. 8755, the bill sponsored by the transportation labor organizations, 
proposed to increase all retirement annuities, all pensions, and all survivor bene- 
fits 25 percent. There were no other changes proposed by that bill. 

Both bills were referred to the House Interstate Commerce Committee, and 
open hearings were held, at which the representatives of both labor groups and 
others were heard. After many executive meetings of the Committee on Inter- 
state and Foreign Commerce, a bill was reported out by the committee which 
provided for a flat 15-percent increase in retirement annuities and pensions and 
a 3314-percent increase in survivor benefits. Although this bill as reported out 
was acceptable to the four transportation organizations, it was not acceptable 
to the Railway Labor Executives Association. 

On September 26, 1951, an open letter was sent to all Senators and Members 
of the House of Representatives which was signed by Mr. J. P. Shields, grand 
chief engineer of the Brotherhood of Locomotive Engineers; Mr. D. B. Robertson, 
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president of the Locomotive Firemen and Enginemen; Mr. R. O. Hughes, presi- 


dent of the Order of Railway Conductors, and Mr. W. P. Kennedy, president 
of the Brotherhood of Railroad Trainmen, which read as follows: 


WasnHineton, D. C., September 26, 1951. 





he I t I eg tio 
ToAU ttors and Members of the ] of Representatives: 

Hi SI Che four transportation brotherhoods-——-Brotherhood of Loco- 
motive | neers, Brotherhood of Locomotive Firemen and Enginemen, Order 
of Railw: Conductors, and Brotherhood of Railroad Trainmen—favor the 
el ent of the amended bill H. R. 3669, reported favorably by the majority 
of the H e Committee on Interstate and Foreign Commerce. 

Retired 1 road employees and survivors of deceased railroad employees are 
sore need of an increase in their fixed low incomes on which they are now 
stru ng against the highest living costs in the Nation’s history to live in 
de and with some slight degree of comfort. This national appeal for 
final d from this group of retired railroad employees who devoted the 
\ I vears of their lives to the task of handling the commerce of this 
count! uding the transporting of our soldiers, supplies, and weapons of 
wal two world conflicts, we believe is entitled to sympathetic and immediate 
« a n b the Congress of the United States, with (1) no increase of 
p e] I Ss oO ible limits, and (2) with preservation of the 
ti ness of the railroad retirement system with impediment or 
p ble defeat by injection of controversial “fringe” amendments of questionable 

We suggested a 25-per nerease in benefits, but actuarial testi- 
mony 1 ed before the Senate Com ttee on Labor and Public Welfare and 
the H Cr littee on Interstate and Foreign Commerce persuaded us to 
modify o! nal proposal in order to keep the fund within the realm of 
a i ni 

T) \ performed by transportation employees is extremely hazardous. 
The num cident high, a on itional disability frequently results 
in « \ fy r such employees from service In such cases benefits are paid 

le R road Retirement Act No similar benefits are paid under social 

security or other retirement systems. Involvement to any degree with other 
per or old-age retirement systems is of grave concern to the transportation 
l ‘ 

The transportation brotherhoods pioneered in the development of the present 


railroad retirement system to which their members look with confidence and 
security for financial assistance when seriously injured in line of duty or when 
they have reached the winter of life. Our railroad retirement system is main- 
tained without 1 penny of cost to the public and without interference with other 
pension or old-age retirement systems, and we express the sincere hope that the 
Congress will not enact legislation that will in any manner arbitrarily involve 
our railroad retirement with other pension or retirement plans. 

The thousands of men and women now dependent upon railroad retirement 
benefits are in need of an increase, which Congress should provide without delay. 
If any of the controversial “fringe” amendments now pending—whether in- 
tended to expand or contract the rights or benefits under the Railroad Retirement 
Act re considered by Congress to be of sufficient importance to warrant serious 
consideration, then may we suggest that Congress grant immediate increases in 
benefits and later provide an opportunity for a thorough investigation of all 
\l matters at which all interested parties will be accorded an oppor- 
tunity to be heard 

Respectfully yours, 
J.P. SHTeELps, 
Grand Chief Engineer, 
Brotherhood of Locomotive Engineers. 





controvers 


D. B. ROBERTSON, 

President, 

Brotherhood of Locomotive Firemen and Enginemen. 
R. O. HUGHES, 

President, 

Order of Railway Conductors. 

W. H. KENNEeEpDy, 

President, 

Brotherhood of Railroad Trainmen., 
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Although the transportation labor organizations favored the passage of leg- 
islation providing for flat increases in all retirement benefits, the members of 
the Railway Labor Executives Association still held out for the so-called Crosser 
bill. 


Due to the disagreement of the railway labor groups as to the kind of legis- 
lation that should be enacted and also due to the immediate need of providing 
an increase in the benefits of those individuals on the retirement rolls with a 


fixed income and living costs at the highest peak in the history of the country, 








I considered that it was imperative to bring about the adjustment of the con- 
troversy, if any legislation was to be passed before Congress adjourne i here- 
fore, I and other Members of Congress, after consultation with representatives 
of railway labor and others, introduced a compromise bill in place of the so- 
Ci “id Crosser bill. 

rhe compromise bill proposed in brief— 

(1) To increase all retirement annuities and pensions 15 percent; aud 

(2) To increase all monthly survivor benefits 35 percent; and 

(3) To increase all lump-sum death benefits 25 percent; and 

(4) To allow credit for compensation earned and service performed by 
an employee after age of 65; and 

(5) ‘Vo provide that in no case would the minimum annuity be less than 
that which would be paid under the Social Security Act assuming that 
railroad service was creditable under such act; and 

(6) To provide for a monthly annuity for the spouse of a retired employee, 
equal to one-half of the employee’s annuity or pension, but not to exceed 
$40 per month; and 

(7) To provide that a duly elected joint and survivor annuity would be 
revoked upon the death of the spouse or upon the request of the retired 
employee, and the individual’s annuity shall be increased to the amount 
that would have been payable had no joint and survivor been elected. 

This compromise bill was endorsed by the presidents of the Brotherhood of 
Railroad Trainmen, the Brotherhood of Locomotive Engine Brotherhood 
of Locomotive Firemen and Enginemen, and the Order of Railway Conductors, 
However, it did not meet with the approval of the Railway Labor Executives 
Association and they continued to support the Crosser bill 


The compromise bill and the Crosser bill did not vary greatly as to the bene- 
fits proposed ; however, the Crosser bill contained certain requirement provisions 
which in my opinion and also in the opinion of the transportation labor organiza- 
tions were very objectionable, inasmuch as they were of a restrictive nature. For 
example, the Crosser bill proposed— 

(1) To restrict the payment of all retirement and survivor annuities to only 
those cases in which the employee had performed 120 months of railroad service. 
It also proposed to transfer to the Social Security Agency those cases in which 
the employee had less than 120 months of service, and if the employee met the 
requirements of the Social Security Act then such benefits as payable under that 
act would be paid. This provision was not included in the proposed compromise 
bill for several reasons. First, the railroad employee who had performed less 
than 10 \yeais of service would be required to pay a 644-percent tax on his railroad 
income, but those employed in social-security employment would only be required 
to pay a 1% percent tax for the same benefits payable to the railroad employee 
for service of less than 10 years. Second, the Railroad Retirement Act did pro- 
vide for a monthly annuity payable to an aged or disabled employee who had 
less than 10 years of service, provided he met the age requirement of 6) or 65 
years. However, under the Social Security Act, there is no benefit payable to 
those that are disabled before age 65 and further under that act an individual 
must meet a certain requirement as to length of service before any benefits are 
payable. This requirement in the future will mean that railroad employees with 
only railroad service of less than 10 years of service w not qualify for benefits 
under the Social Security Act, which will mean that the employee will never re- 
ceive any benefits although he had paid a 6% percent tax in to the railroad re- 
tirement fund. 

(2) The compromise bill did not contain the $50-a-month work-restriction pro- 
vision of the Crosser bill. This provision provided that the annuity or pension 
of any aged retired railroad employee would be canceled for any month in 
which the retired employee earned more than $50 in employment covered under 
the Social Security Act. This work restriction was considered as unfair to the 
retired railroad employee. The railroad employee was restricted as to em- 
ployment in the railroad industry; why should he be restricted from employ- 
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ment covered outside of the Railroad Retirement Act? The retired Government 
employee and the retired social-security-covered employee were only restricted 
as to work covered under their retirement system and were not restricted from 
working in the railroad industry or any other field of employment except that 
from which they were retired. 

(3) The compromise bill also did not include that provision of the Crosser 
bill which provided that the retirement annuity or pension of an individual, and 
the annuity of his spouse, shall be reduced for any month in which the individual 
is entitled to receive an old-age insurance benefit under the Social Security Act, 
either by the amount of the social-security benefits or by the amount of his rail- 
road retirement annuity which is paid for service before 1937, whichever is less. 
The Government retirement system does not penalize the retired worker if he re- 
ceived a pension from the railroad retirement or social security or any other 
retirement system, nor does the Social Security Act provide for any reduction 
in old-age benefits of a retired worker if they received or were entitled to receive 
any retirement benefits from any other retirement system. This restrictive 
provision contained in the Crosser bill in my opinion did not have any rightful 
place in the railroad retirement system, therefore the compromise bill did not 
contain such a provision. 

(4) Another objectionable feature of the Crosser bill which was not in the 
compromise bill was that provision which proposed to increase the taxable com- 
pensation base from $300 a month to $400 a month. This provision would mean 
that the railroad employee who receives $400 a month or more would have to 
pay taxes of $25 a month instead of $18.75, which would be an increase of 3344 
percent in the amount of taxes paid. 

In October of 1951 the Crosser bill was defeated in the House of Representatives 
and the compromise bill was passed by the House in its place. However, the 
Senate, in passing the bill, included all of the provisions of the House compromise 
bill and the Senate bill also included from the Crosser bill the following 
provisions: 

(1) To restrict the payment of retirement monthly benefits to those employees 
and survivors of employees who had at least 120 months of railroad service and 
to transfer to social security those employees with less than 10 years of service. 

(2) To reduce retirement annuities and pensions of retired railroad workers 
and the spouse of such individual for any month in which such individuals were 
entitled to receive an old-age insurance benefit under the Social Security Act. 

(5) To increase the taxable compensation from $300 a month to $350 a month. 

Due to the differences in the House bill and the bill passed by the Senate the 
legislation was referred to a conference committee of both Houses of Congress. 
The bill as reported out from the conference committee included all of the pro- 
visions as passed in the compromise bill and in addition the first two provisions 
of the Senate bill; however, there was no increase in taxable compensation 
included. This bill as reported out by the conference committee was adopted 
by both House and Senate and signed by the President on October 31, 1951. 

The correlation of railroad retirement benefits with those of social security 
and the transferring of employees with less than 10 years of service to social 
security for the payment of benefits was an about face for certain representatives 
of labor from the principle of a separate retirement system for railroad employees. 

I still am of the opinion that there should be a separate retirement system 
which should pay annuities to railroad employees upon their railroad service 
regardless of any retirement benefits received by the employee from any other 
source. 

Furthrmore, it is plain to me that there is need for a complete and searching 
study of the present Railroad Retirement Act as amended. There is general 
complaint with respect to the effect of the amendment, recently made, that 
connects railroad retirement with social security, and which in the opinion of 
many works to the detriment of the retired railroad worker. Complaint is also 
made as to the rate of tax paid by railroad workers as compared to that paid 
by workers under social security, and that the benefits received are not pro- 
portionately as large as received by those who come under social security. 
There is also a growing desire for liberalization of the act with respect to length 
of service and retirement age. All of this, of course, necessitates a careful 
examination of the fund from an actuarial standpoint to make certain that the 
fund shall remain solvent. 

I assure all our railroad workers, including those already retired, that it is 
my desire to do everything possible in the way of improved benefits for the 
tax paid as the continued solvency of the fund will permit. And as a member 
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of the joint Senate and House committee appointed to make a study of the Retire- 
ment Act, I will give the task my most sincere and conscientious effort. 

Senator Doveras. The next witness will be Mr. Lester P. Schoene, 
representing the Railway Labor Executives’ Association. 

Mr. Leighty, do you wish to testify now ? 

Mr. Letcnry. No. 

Senator Dovenas. Mr. Schoene, would you identify yourself for 
the record ? 


STATEMENT OF LESTER P. SCHOENE, COUNSEL, RAILWAY LABOR 
EXECUTIVES’ ASSOCIATION 


Mr. Scuornr. Yes, Mr. Chairman. My name is Lester P. Schoene. 
I am a lawyer, and a member of the law firm of Schoene & Kramer, 
with offices at 1625 K oe here in Washington, D. C. 

I appear here as counsel and on behalf of the Railway Labor Execu- 
tives’ Association. 

The Railway Labor Executives’ Association is an association of the 
chief executives of 19 standard railway labor organizations, and the 
president of the Railway Employees’ Department, the American Fed- 
eration of Labor, which is itself an association of 7 shop-craft 
organizations, each individually represented in the association through 
their chief executives. 

I would like to put into the record, although I do not think it is 
necessary to read it. the names of the organizations represented, al- 
though I will be glad to read them off if the committee desires. 

Senator Dovetas. That may be submitted. 

Mr. Scuoene. These are the Switchmen’s Union of North America; 
the Order of Railroad Telegraphers, American Train Dispatchers’ 
Association; Railway Employees’ Department, A. F. of L.; Interna- 
national Brotherhood of Boilermakers, Iron Ship Builders and Help- 
ers of America; International Association of Machinists; Interna- 
tional Brotherhood of Blacksmiths, Drop Forgers, and Helpers; 
Sheet Metal Workers’ International Association: International Broth- 
erhood of Electrical Workers; Brotherhood of Railway Carmen of 
America; International Brotherhood of Firemen and Oilers; Broth- 
erhood of Railway and Steamship Clerks, Freight Handlers, E express 
and Station Employees; Brotherhood of Maintenance-of-Way Em- 
ployees; Brotherhood of Railway Signalmen of America; National 
Organization Masters, Mates, and Pilots of America, National Marine 
Engineers’ Beneficial Association; International Longshoremen’s 
Associ ition ; Hotel and Restaurant Employees and B: artenders Inter- 
national Union; Railroad Yardmasters of America; and the Brother- 
hood of Sleeping Car Porters. 

Senator Dovueias. You represent all of the A. F. of L. unions in 
the railway industry; is that not true? 

Mr. ScHorenre. We I, all of the A. F. of L. unions, and some who are 
not A. F. of L., including one CIO union. 

Senator Doug.as. I see. But you do not represent the four so- 
called operating unions. 

Mr. ScHoene. No, we do not represent the operating unions, with 
the exception of the Switchmen’s Union of North America, which is 
one of our constituent organizations. 
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No ‘ Railway Labor Executives’ Association has from the in- 
ception « of ‘the railw: ay retirement system had a great deal to do with 
its development and its initial establishment. 

The Railway Labor Executives’ Association sponsored the enact- 
34 legislation which, as you all know, was found uncon- 


stitutio | the following year. 

The association immediate ly came back to Congress with a revised 
pro] 1, which was enacted by Congress at our recommendation, and 
became the R: vilroad Dtleimasel Act of 1935. 

That, too, was in litigation when the President suggested that the 
Associ n of American Railroads and the Railway Labor Executive 
Association get together and try to work out by agreement a system 
mutually acceptable to them, and it was our association that partici- 
pated with the Association of American Railroads in the working out 
of the basic present system, namely, the 1937 Railroad Retirement Act. 

Sin irly we worked out and sp msored in Congress the Railroad 
Unemp! yment Insurance Act which was enacted in 1939, and the 
al ( nts that have since been enacted in 1939, 1940, 1946, and again 
th \ ; 

W e also sponsored and recommended to Congress the various 
liberalizations of the Railroad Retirement Act that have occurred since 
its enact! nt. and kipping o\ er such items as the provis ion of credit 
for military service and some technical amendments, there were major 
rey 1 1946 when Congress enacted a program that we had 
devised and sponsored, and again in 1951. 

Now, the amendments that were enacted in 1951, although they did 
not include entirely and exactly the program that we recommended 
to the Congress, were based in very substantial degree on the program 


that our association presented and recommended for your con- 
sideration. 

I recite that fairly obvious or well-known history here simply 
because I want to direct your attention to the fact that the Railway 
Labor Executives’ Association has for approx) imately 20 years been 
giving constant attention to this problem of whether the benefit pro- 
visions are satisfactory, whether the financing is sound, just what 
improvements ean be made in the light of experience, and things of 
that nature, the sort of things that this committee is here con- 
cerned with. 

We, too. have a committee. We have a committee of the associa- 
tion, a standing committee, which is constantly engaged in surveying 
and resurveying the functioning of the r: tilroad retirement system. 
We do not regard the book as ever being closed so far as the ec onsidera- 
tion of new ideas, new improvements, and matters of that sort are 
concerned. 

Our committee is under the chairmanship of Mr. George M. Harri- 
son, the preside nt of the Brotherhood of Railway and Steamship 
Clerks, Freight Handlers, Express and Station Employees. 

In addition to Mr. Harrison, the committee is composed of G. E. 
Leighty, the president of the Order of Railroad Telegr: aphers, chair- 
man of the association; Mr. T. C. Carroll, president of the Brotherhood 
of Maintenance-of-Way E seheeunt Mr. Mie “s el Fox, president of 
the Railway Employees’ Department of the A. F. of L.; Mr. C. D. 
sruns, vice president, Sheet Metal Workers’ International ty 
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tion; and Mr. J. M. Bishop, secretary-treasurer of the National 
Organization, Masters, Mates, and Pilots of America. 

| mentioned a moment ago that the amendments enacted in 1951 
did not carry out completely the program recommended by our asso- 


ciation, although based very substanti uly upon those recom- 
mendations. 

I think the major items in the program were all adopted to a degree, 
with possible minor exceptiol 35 but not to the same degree that we 
had recommended. 

The major respects in which the amendments of 1951 fell short of 
our recommendations were the following: In the first place, survivor 
benefits were not increased as much as 1 had recommended 

As the chairman’s statement at the opening of the hearings indicated, 


the result of the 1951 amendments so far as survivor benefits are con- 
cerned, is to put them not far above the level of the social security 
survivor benefits. 

The actual provision was an increase of one-third in the then- 
existing formula, but with a minimum over-all provision that there 
would not be less than would have been payable if the individual had 
served in social security employment. 

Now, we find that a considerable number of the survivor benefits 
are being paid under that minimum, and that consequently those indi- 
viduals are getting the same as they would have received if they were 
under social security, and bear in mind, these are people who have 
had 10 years or more of railroad service, because if they do not have 
that 10 yeal of service, we do not get them at all, so these are people 
who have had this 10 years or more of railroad service, many of them 
people who have paid taxes for that entire period, and who, if they 
die before reaching retirement age, get nothing out of the ystem 
except that survivor benefit. 

Now, we do not consider that a satisfactory situation, although we 
are not at the moment recommending revisions, as I will explain a 
little later. 

Similarly with respect to the spouse’s benefit. Our recommenda- 
tions were adopted by the Congress except that the maximum limita- 
tion was put at $40 instead of $50 that we recommended. 

Notwithstanding the fact that in these respects the benefits pro- 
vided by the Congress were less than those that we had recommended, 
the costs, as estimated by the Railroad Retirement Board of the amend- 
ments as enacted, were in excess of their estimates of the program that 
we had recommended. 

The reason for that—when I say “were in excess,” I am talking not 
about the dollar costs but in percentage of taxable payroll—the reason 
for that is that Congress did not accept the proposed or the recom- 
mended savings that we hoped to achieve through a $50 work clause 
nor did it accept our recommendation that the taxable compensation 
base be increased from $300 to $400. 

Although the Congress did not adopt our recommendations in those 
respects, we feel precluded at the present time from simply recom- 
mending that you now proceed to enact the benefits that we then rec- 
ommended that were not adopted, because we have a cost problem. 

It has always been our position that the Railroad Retirement Act 
should be kept on a sound financial basis, and we have never come to 
the Congress with recommendations for changes in the benefit struc- 
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ture without frst trying to ascertain what the financial load would be, 
and presenting to the Congress at the same time what we considered 
a sound financial program as well as the increases in the benefits. 

However, nothing has occurred in the interim since enactment of the 
1951 amendments that would cause us to have any different view as 
to the desirability of the program we then recommended, with one 
possible exception. 

When we recommended a $50 work clause we were establishing the 
same work clause as was applicable under the social-security system, 
that is, of course, for employment outside the railroad industry, pre- 
dominently social-security employment. 

So far as railroad’ employment is concerned, as you know, retired 
employees are not permitted to work in the r: ailroad industry at all 
and still receive their annuities. 

Now, since the enactment of the 1951 amendments the Social Secu- 
rity Act has been amended to establish a $75 per month work clause 
and I do not think—although I have not had an opportunity to discuss 
this with the association, I do not think—that we would want to 
recommend a more pn de work clause on social-security employ- 
ment than the social-security system itself provides. 

Now, that change in the social-security work clause, assuming that 
we were to follow it, would, of course, reduce the amount of the savings 
that we had expected to derive from the work clause, and that cireum- 
stance in and of itself would require some reconsideration of the 
desirability of that work clause. 

In other words, the question now would be: Are the savings sufficient 
to warrant putting that restriction on the retired individuals and then 
having to enforce it ? 

On the other hand, by those same amendments to the Social Security 
Act the financial position of the Railroad Retirement Act was im- 
proved. That was the result of the financial adjustments between the 
two systems that were provided for in the 1951 amendments. 

As the chairman has pointed out, and as Mr. Schreiber pointed out, 
under those arrangements the savings resulting to the social-security 
system from the fact of the exclusion of railroad employees from that 
system inured to the benefit of the railroad retirement account. 

When the Social Security Act was amended this year to provide for 
increased benefits without any increase in the taxes naturally the sav- 
ings from the exclusion of the railroad employees are increased, and 
in the adjustment between the two funds we automatically get an 
improvement in our financial condition. I am not prepared to give 
you any estimate as to what that effect has been, but I understand it 
will be substantial. 

Our general position, Mr. Chairman and members of the committee, 
is that we favor at all times the liberalization and improvement from 
the standpoint of the beneficiary of the railroad retirement system to 
whatever degree it can be done without taking undue risks. 

Now, within that general formula the consideration of any par- 
ticular improvement becomes a question of equitable distribution 
among the beneficiaries. We have always found ourselves confronted 
with that choice whenever we have considered possible ways of im- 
proving the system; we have had to pick and choose. We have never 
been able to recommend all the things we might like to recommend. 
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So our approach has always been, first, to see whether the financial 
situation is such as to permit of some improvement, and then to 
approach the question of, if there is that possibility under the financial 
situation, how can that most equitably be distributed to do the most 
good for the people we represent. 

We have been unable to develop for you specific recommendations 
to present here because, in the first place, we are quite uncertain at 
this moment just where our financial situation stands. 

The fifth actuarial valuation is in process, and we would like to 
see what the results of that valuation are before we attempt to appraise 
whether the financial situation is such as to permit further improve- 
ment at this time. 

We also feel that the experience with the actual improvements 
enacted in 1951 has been too brief to enable us to form a real judgment 
of how those amendments are working out in practice. Perhaps their 
operation will disclose some inequities that we feel we have to correct. 
Perhaps some of our people will be dissatisfied with certain specific 
things that will cause us to come forward with recommendations. 

Perhaps the fact that certain things were left undone will show 
up as major sources of inequity, and will cause us to make recom- 
mendations for specific items that have not heretofore been considered. 

Our suggestion to the committee is that the committee study and 
develop information on all the various types of suggestions for im- 
provements that have been made, and we will be glad to cooperate 
with the committee and with the committee’s staff, if there is any 
information that we have that we can provide to the committee’s staff 
on any of those proposals, and we will be glad to do it. 

To the extent that we can formulate policies and judgments about 
it, we will be glad to give them to the committee from time to time as 
the specific items are under consideration. 

Senator Doveras. Is this right, then, that your present position is 
more or less to wait and see? 

Mr. Scuorenr. Yes, Mr. Chairman; that, I think, is a very short 
summary of it. 

Senator Dovaetuas. I ask this question: What reaction have you had 
among the rank-and-file membership of the unions which you repre- 
sent about the 1951 amendments? Was the general reaction favorable 
for the increase in benefits or has there been a lot of criticism? 

Mr. Scnorenr. The general reaction has been very favorable, Mr. 
Chairman. I think that we have had much more correspondence 
praising those amendments than we have had criticizing them. 

Of the cor respondence that I have seen, I think the major source of 
dissatisfaction is in the relatively slight increase in survivor benefits. 

I recall a letter that I happened to see just a few days ago that came 
to my attention because it was addressed to Mr. Leighty, here in Wash- 
ington, and it was from a widow well up in her seventies whose hus- 
band had had some forty-odd years of railroad service; and prior to 
the 1951 amendments she was getting a survivor annuity of approxi- 
mately $28. 

She had read in the paper that we were proposing substantial in- 
creases in the survivor annuities, and she wrote quite a pitiful letter 
expressing her disappointment when she found that the increase she 
got out of all this was only $10. 
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Senator Doucuas. I wonder if you would state for the record what 
percentage increase your group proposed ¢ 

Mr. Scuornr. Our proposal was not a percentage increase. 

Senator Dovueias. How much would it be? 

Mr. Scnoenr. But one which varied the amount of survivor benefits 

cording to the number of ye ars of tax paid service. 


mPenatol DouGLAs : Did you co mpute what the average pe reentage 
incre 1 typical survivor’s benefit would have been ? 

Mr. Scrornr. We did compute it at that time and, as I recall it, it 
was are i SO percent 

Senat Dovetas. That is my recollection. 

\ HOENE. But. of course. it would have varied for different 
people bv use the basic tormulia we propo ed was not far different 
(rol Cappi ible und r social security, but then we proposed to add 
to the b ‘ enefit si TOr ea vear oj tax-paid service, so that the 
rie of survivor benefits would be to some degree at least, although 
Nol rectiv, proport onal to the amount of taxes the employee had 
paid. 

Senator DouGLas. Mr. ns Riva, eager we were to find that we had 

annual windfall of, say, around $50 million a year, roughly 1 per- 
cent of the payroll; that athia was an added source of funds whic a we 
did no believe web ad before. W1 here would your ory vanization suggest 
that the increases be applied, or had you not made up your mind 4 


Mr. SCHOENE. We had not taken any account of that, Mr. Chairman, 
and I frankly would not be able to say on behalf of the association 


th morning what we would reé ym d shoul | be done with such an 


Senator Douaerias. Congressman Wolverton ? 

he presentative Wotverron. Has any thought or consideration been 
given to what benefits could be paid if social security benefits were pur- 
‘hased for railroad workers at the same percentage that is now paid 
by indust1 * workers, and then the balance between what it would 
cost in social security and what is now paid as a railroad worker— 
what, if any, additional benefits could be given under those circum- 
stances ¢ 

In other words, I think, if I remember correctly, it is either Ll, 
or 134 percent that are now paid into social security, with certain 
definite benefits fixed by the act, and the amount that is paid in the 
railroad retirement is 614 percent. 

My thought is that if you took the 1% or 18 oar EN and such 
benefits as that got from the social secur it y,and ae = used the difference 
to give increased benefits to railroad workers. Has any consideration 
been given to that? 

Mr. Scnorenr. Yes, Mr. Wolverton, we have given some considera- 
tion to that approach. 

Now, as I understand it, what you are suggesting is not that a sep- 
arate social security benefit be paid to the retired r: ailroad workers with 


1 


a supplemental railroad retirement system, but simply that the Rail- 
road Retirement Board purchase en masse from the Social Security 
Board the equivalent of social security benefits to the railroad em- 
ployees, and purchase it at the cost, the tax cost, under social security. 
Now, that is, in substance, what we do by the present adjustments 
between the two feaile, with this exception, that that computation is 


ide from 1937 onward. 
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When social security was extended to other industries that had not 
previously been covered in 1950, of course, it was on the basis of a 
new start. 

I have personally been « some thought—and I am speaking 
pure ly of my person ral « msideration and not something I have dis- 
cussed with our association—I have personally been giving some 
thought to the fact that in comparison with other industries to whom 
social sec urity was extended in 1950. the railroad ind stry is to that 


rivin 


\ 
degree bei o dis inated against, and I would certainly not foreclose 
+] ai seed ] C onl : Wn} | €} oT : 
the poss bility that we might some time recommend to the ongress 
that thoss adyu tinents be put on the 1950 basis rather than the 1937 
basis, but I think so far as the 1937 basis is concerned we are now 


vetting the financial advantage to the railroad retirement account of 
exactly the sort of program that you posed in your question, Mr. 
Wolverton. 

Now, there is one further wav in which closer coordination with 
social security could result in some savings. 

As Mr. Schreiber pointed out, we eliminate duplicate credit insofar 
service credit is concerned. 

We have not attempted to eliminate any duplication insofar as 
tax-p id ser\ ice is con ‘erned. 

In other words, if, an individual has earned an annuity under the 
Railroad Retirement Act by railroad service, has paid taxes on it, has 
qualified for it, and at other times through other emp ae : under 
social security he qualifies also far a social tai bene , he is 
entitled to draw both. 

Now. under complete coordi nati ion, of course, you would eliminate 
that duplication as well. 

We have not felt that we could equitably recommend that further 
restriction. 

Mr. Schreiber mentioned that there have been some complaints 
about the elimination of duplication as far as we have gone. I think 
that is true. There have been some complaints, although not as 
widespread as some people would have you believe. But that elimina- 
tion of gratuitous duplication, we feel we can justi fy and defend. 
Whether we could justify and defend the elimination of duplication 
of earned credits is quite another matter. 

Representative Wotverton. I think that the members of this com- 
mittee accepted membership on it very largely in the hope that it 
would be possible for them to provide some improved benefits, im- 
proved conditions for railroad retired workers. 

As Chairman Douglas has pointed out, we had before us in the 
last session of Congress a situation that made very plain to us that 
there was imperative need to improve railroad retirement benefits : 
but, at the same time, it seemed impossible on the information that we 
then had at our disposal to cover the subject as fully as we felt that 
it should have been covered or as we would have liked to have done, 
so that we passed what was finally the conference legislation with the 
primary thought in mind that there was need of improvement, that 
there was actual need existing on the part of many railroad retired 
vorkers and their survivors, and for that reason we were anxious to do 
something that would prove beneficial at the time, and with the hope 
that the future study to be made by this committee would develop 
additional means of improvement for the railroad retired workers. 
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I am a bit discouraged this morning to find that Mr. Schreiber, 
speaking for the Board, and yourself, speaking for this large group 
of railroad brotherhoods. do not feel as yet to be ina position to make 
any definite suggestions to the committee. i 

We feel—speaking for myself, I have a feeling—that this is a 
problem that is so close to the welfare of the members of the organi- 
zations that I would have assumed that in the months that have in- 
tervened it would have been possible for you to come before us with 
some concrete suggestions of improvement. 

I take it that you do not close the door entirely—— 

Mr. Scnorene. Certainly not. 

Representative Wotverton (continuing). But you would like to 
wait until you have more information as to the financial status of the 
fund before you would wish to make any definite recommendations to 
this committee. 

Mr. Scuoene. That is correct, Mr. Wolverton. 

We think that the judgment of the Congress was certainly right last 
year when it felt that there was a present specific need for some im- 
provement in the benefits, and from the reactions we get from our 
people we think you did a pretty good job. 

Representative Worverron. That is encouraging to hear that in 
view of the fact that there did not seem to be that general feeling at 
the time that we took the action that we did; but I have a very great 
regard for you personally and the knowledge that you have of this 
subject, and knowing that you have been intimately connected with it 
over a period of years, and I certainly look forward in the hope that 
as time goes on you will be enabled to come before us with definite 
suggestions for our consideration. 

Mr. Scnoene. That is our hope, too, Mr. Wolverton. It is our 
thought that, as the valuation now in process develops, as this com- 
mittee’s staff proceeds with its appraisal of the financial status of the 
account, it will be possible to develop information as to just what is 
available by way of finances to improve benefits; and I can assure you 
we will be most happy to cooperate with the committee and give you 
our views as to the manner in which we feel such improved benefits 
should be distributed. 

Senator Doveias. Mr. Leighty, would you care to join Mr. Schoene 
on the stand ¢ 

Mr. Leicury. Yes. Ihave nothing to offer though, unless you want 
to ask some questions. 

Senator Doveias. I wonder if you would be willing to come for- 
ward, Ithink Mr. Wallace has some questions. 

Mr. Wautuace. Mr. Leighty, as you may know, the committee has 
gotten a lot of mail on the subject of railroad retirement, and as you 
may also know, some of it has been critical of the RLEA position be- 
cause you have not come out, for instance, for retirement at age 60, 
or for basing annuities on the 5 years of highest earnings and so 
forth. Now, this mail, I believe in many instances, mentions various 
nonafliliated pension groups, groups who are interested solely in 
pensions. i 

Could you comment very briefly on your position with respect to 
these groups who urge much greater benefits than you feel can be put 
into effect and maintain the safety of the fund / 

Mr. Leigury. Yes. 
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STATEMENT OF G. E. LEIGHTY, CHAIRMAN, RAILWAY LABOR 
EXECUTIVES’ ASSOCIATION 


Mr. Letgury. My comment will be very brief and to the point. 

Insofar as the position of our association is concerned, and myself 
personally, we look upon them as fly-by-night outfits that are not 
responsible to anyone. They ask people to join their association and 
to send them a dollar, and they are going to secure all kinds of benefits 
for them, and the easiest thing in the world is to propose benefits and 
get everybody all hopped up about them and say, “sure, we want those 
things.” 

We, as responsible heads of organizations who represent these em- 
ployees know that these crackpot ideas cannot be enacted into law 
and hold the cost of our system to a reasonable amount. 

Consequently, it is necessary for us to oppose many of these pro- 
posals, and 90 percent of the employees we represent support our 
position because they do not want the system to go broke. 

I might say that the organization which I represent, the Order of 
Railroad Telegraphers, has more than 10,000 ex-telegraphers on the 
pension rolls, and with respect to these amendments that were passed 
during the period that has elapsed since the passage of the amend- 
ments, I have received less than 20 complaints from that number of 
retired railroad telegraphers, 10,000. 

We have approximately 60,000 in active railroad service, and of 
that number I have received to date some 38 complaints with respect 
to the amendments, and I have received hundreds of letters that 
praised the amendments. 

Now that, briefly, is our situation. 

Mr. Wattacr. Then what you are saying, and you correct me if this 
is wrong, is that you represent railroad workers, both pensioners and 
workers. 

Mr. Letenty. That is right. 

Mr. Watxace. And you feel that the fund must be protected for the 
workers who will ultimately be retired, as well as the ones who are on 
the retired list now. 

Mr. Letenty. The fund must be maintained on a sound financial 
basis so that the men who are paying taxes and are entering the rail- 
road service today may be assured that they will receive adequate 
annuities when they retire, just as the present retired annuitants and 
pensioners are receiving their benefits. 

Mr. Wattace. Thank you. Because of the mail we have received 
I felt that you should make a statement on that subject. 

Mr. Leienty. I might also add that as chairman of the Railway 
Labor Executives’ Association I have received some correspondence— 
probably I think it would be even Jess than I have received as presi- 
dent of the Order of Railroad Telegraphers—complaining about the 
amendments. 

As Mr. Schoene has said before the main cause of complaint is the 
lack of an adequate increase in survivor benefits. We have had very 
few letters, and I think that they would total not over a dozen, with 
respect to the elimination of duplicate credit for prior service which 
has been discussed here this morning. 
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The others are various little things that may have occurred that 
interfered with this man’s pension and he thought as a matter of 
equity that he should have it. 

I had about a dozen letters altogether from widows whose husbands 
retired prior to the time that they had the six quarters of coverage, 
ind as a result tl ey are not rece! ving an y pe nsion or be a fit, and the y 
think something should be done for them. But the number of letters 
that I have received and that have come to my attention have indeed 
been small when you consider the vast number of pensioners and 
active railroad employees involved. 

Mr. Wauuace. Thank you very much. 


STATEMENT OF LESTER P. SCHOENE—Resumed 


Mr. W ALLA . ] We ld like to a k a question of Mr. Scho ne, 

Mr. S e, there is at present a minimum provision ot approxi 
mately $4 a month for each year of service so that a person with, say, 
10 vears of service would have a minimum of $40. There is also the 
soclal-security minimum, that an annuitant shall receive as much as 
he WOU D ive rece ved if he had be ni covered by Sor ial security. 

Have you given any thought as to whether this minimum should 
be nereased in view of the inere uses in the cost of living? 

Mr. SCHOENE., Yes, Mr. Wallace: we have had some discussions 
about that, and that _ one of the things to which we want to give 
very definite and specific consideration if we find that there are funds 
available for the a cnnenenaii » benefit. 

\s you — rs of other indus tries supplemental systems 
have been established supplemental to social security, many of which 


have a minimum of SLOO a Eve. and while the total benefit strue- 
ture 1s not directly compar: ab le a all to what we have under r: ailroad 
retirement, that natur: lly raises questions among our people as to 
whether our aiden’ is not too low. 

If we find that there are funds available to improve benefits that 
is one of the subjects we walt to give very specific consideration to. 
I am not prepared to say that we would choose that in preference to 
other possibilities, but that is certainly to be taken into consideration, 

Mr. Watxace. There is just one other question. The social-se- 
curity 1 ate at which employees are taxe «1 is one and a half percent. 
That is scheduled to go up to over » pe reent. 

Mr. Scnoene. Three and a quarter eventually if I recall correctly. 

Mr. Wauiacr. Three and a quarter percent by 1970. Ultimately 
social security will be paying roughly half of what railroad workers 
pay. { 

Mr. Scuorenr. That is right. 

Mr. Waxuace. I notice in this article by Mr. Cohen and Mr. Myers 
comparing average benefits that the average benefit under the Rail 
road ene Act is $109 a month, and the average benefit under 
the old-age and survivors’ insurance is $50, and that has gone up to 
$55, so that roughly yours is almost precisely twice, and the ultimate 
tax rate would be twice. 

Mr. Scuornr. I had not thought of that particular comparison, 
but so far as I can see that is a sound comparison. 

Mr. Wauuace. Of course benefits will change in both systems by 
1970. 
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We will get into this question of relationship of social security 
which, as you know, is a pretty tec sui al subject, but I wanted to get 
your reaction to that question. 

Mr. Scuooenr. Yes. 

Mr. Watiace. Thank you very much. 

Mr. Scuoenr, Is that all, Mr. Chairman ? 

Senator Dovcuas. Yes. 

Mr. Fort, are you representing the Association of American Rail- 
roads this morning? We will be very glad to have you begin your 
testimony. ; 


STATEMENT OF J. CARTER FORT, VICE PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Fort. Mr. Chairman, Mr. Wolverton, and gentlemen, my name 
is J. Carter Fort. Iam a lawyer with offices and residence in Wash- 
ineton. 


I appear here for the Association of American Railroads, of which I 
am vice president and general counsel. 

It is not necess ry to deseribe that association to you. It is sufficient 
to Say, ] suppose, that it is a voluntary association of railroads, in- 
cluding in its membership rer ls operating more than 95 percent 
of the mileage of the country, and having operating revenues which 


are more than 95 percent of the tot: as railroad op erating reven vile S. 

Lhavea very short pre pared statement here, about a ee s, and, 
perhaps the quickest way for me to get our case before you is to 
read that statement and attempt to answer any anita which the 
committee has in mind. 

The chairman’s notice of these hearings under Senate Concurrent 
Resolution 51 specifies three principal subjects of inquiry, namely, 
questions of further liberalization of the railroad-retirement system, 
the present financial status of the system, and the relationship between 
it fae the old-age and survivor insurance system of social security. 

These three subjects are obviously quite ¢ losely rel: ited. Certa inly, 
no one should think of urging further liberalization of benefits under 
the railroad-retirement system without knowledge of the present 
financial status of the system, and the financial status of the system 
depends to a consider: ible extent upon the effect of last year’s amend- 
ments establishing new rel: ationship between it and social security. 

Presumably, there will be testimony by the actuaries and other 
members of the Board’s staff as to the financial status of the railroad- 
retirement fund and as to the effect of last year’s amendments dealing 
with relationships betwen the two systems. I understand, however, 
that it will be some time before the full effect of those amendments 
can be definitely determined. I assume that before it completes its 
investigation the committee will also desire to hear from members of 
the actuarial advisory committee established under the Railroad Re- 
tirement Act, and perhaps also from independent actuaries of its own 
choosing. Moreover, Mr. Chairman, I should say here, as Mr. Schoene 
said, that there is now under way the fifth valuation of the system, 
and the results of that valuation, of course, will be very important 
as throwing light on the status, financial status, of the system. 

In view of this situation, we assume that the present hearings are 
intended to be only preliminary in character and that interested 
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parties Ww be afforded ample opportunity to make additional presen- 
tations at a later stage after further deve ‘lopme nts in the committee’s 
edaniee. On that assumption, we confine ourselves at this time 
to only a few general comments. 

As is well known, the Railroad Retirement Act of 1937 and the 
related Carrier Taxing Act of the same year were enacted in the 
precise forms agreed upon between representatives of the railroads 
and representatives of railroad employees. One of the basic features of 
the agreement out of which the statutes emerged was that the retire- 
ment system was to be financed through payroll taxes in like amounts 
on employers and emp plovees and that the emp lovees would not seek 
any modification of the system which would depart from the princi- 
ple of equal tax burden upon employers and employees for its sup- 
port. I have here a copy of that agreement whi¢h I should like to 
have madea part of the record of these hearings. 

I should say there, Mr. Chairman, that the agreement, so-called 
agreement, which I am putting in the record at this point is a mere 
memorandum of conclusions between the conferees on the part of the 
railroads and the conferees of the railroad employees, and was subject 
to ratification. 

However, it was subsequently ratified by both. 

Senator Dovenas. This is a very interesting contribution to the his- 
tory of the Railroad Retirement Act, because, while I have studied the 
act somewhat, I had never known of this prior memorandum of agree- 
ment. 

Mr. Forr. Yes, sir; we are putting that in the record, sir, and, as I 
say, the memorandum of agreement is in and of itself not an agree- 
ment; it is subject to ratification, but there was subsequent ratifica- 
tion. 

Representative Wotverton. Mr. Chairman, in that connection I 
might say that I have had the opportunity to be in contact with the 
subject from the time that the first railroad retirement act was intro- 
duced and passed by the Congress and then set aside by the Supreme 
Court, and the second effort that was made, and after it had passed the 
Congress, it was taken up again in court proceedings, and up to a 
certain point—I do not remember whether it was the district court 
decision or a court of appeals decision—it was again declared uncon- 
stitutional, and then, as I understood it, the railroad management and 
railroad brotherhoods got together and agreed on the bill which was 
finally passed by the Congress, so that while I have had knowledge of 
the existence of an agreement between the management and the me n, 
this is the first time I have ever seen it in concrete form, so that it is 
very interesting to me to see it. 

(The document referred to follows:) 

This memorandum, identified and authenticated by the signatures of those 
who are hereinafter described as conferees, is.for the purpose of expressing, 
briefly and informally, certain conclusions reached by the conferees after pro- 
tracted conferences with respect to establishing a retirement allowance system 
for railroad and certain other employees. 

The conferees representing railroad management, hereinafter sometimes called 
employer conferees, consist of a committee of railroad presidents, selected by 
the board of directors of the Association of American Railroads, with authority 
to confer with representatives of organized railroad labor upon the subject matter 
treated in this memorandum. The conferees representing railroad labor, here- 
inafter sometimes called employee conferees, consist of a committee, selected 
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by the Railway Labor Executives’ Association, with authority to confer with 
the employer conferees upon the said subject matter of this memorandum. 

It is understood that the conferees are not authorized at this time to enter 
into a contract or agreement binding upon their respective principals. The con- 
ferees do agree, however, to recommend to the interests which they respectively 
represent the adoption of the conelusions reached on the subject matter hereof 
and they undertake, within 30 days, to ascertain whether conclusions herein 
stated are acceptable to their respective principals. Immediate advice shall be 
given by each group to the other of any conclusions that may be reached as to 
ratification. 

Attached hereto and made a part hereof, authenticated by the signatures 
of the conferees, is a paper marked “Exhibit A” which contains certain essentials 
of the conclusions agreed upon. It is contemplated that the features outlined 
in this memorandum and in exhibit A shall be made effective through the medium 
of an act or acts of Congress, to the terms of which the principals of the con- 
ferees herein shall be asked to agree and to recommend to Congress. The precise 
terms of the act or acts to be recommended to Congress shall be settled in 
conference between the legal representatives of the respective parties, subject 
to review and modification by the conferees. The pending litigation involving 
the validity of the Railroad Retirement Act of 1935 and the Railroad Tax Act 
of 1935 shall, subject to the approval of the Attorney General, be disposed of 
in such a manner as to carry out the purposes of this agreement. Conferences 
among the said legal representatives shall begin at once and be prosecuted with 
all reasonable diligence. 

It is understood that this memorandum and the plan herein referred to are 
predicated upon the assumption that Congress will exempt the parties hereto 
from the provisions of titles II and VIII of the Social Security Act. 

This agreement shall not operate to deprive employees retired under this 
plan of any other benefits to which such employees would be entitled with 
individual employers. 

It is understood that the employers will save the annuitants on their annuity 
rolls harmless against loss as a result of their transfer to the annuity rolls 
under the Retirement Act. 

It is further agreed that the principals of the conferees, when the plan has 
been submitted and approved, shall support the legislation as agreed to and 
will not question in the courts the authority of Congress to enact the law or 
laws putting the plan into operation. 

It is further agreed that the principals of the “employee conferees,” when 
this plan has been approved, shall not make any requests or demands upon 
the Congress for any modification of the law which shall depart from the 
principle of equal tax burden upon employers and employees with respect to 
taxes contemplated herein. 

Witness our hands this 18th day of February 1937. 


‘ 


M. W. CLEMENT, 

Cc. R. Gray, 

J. B. HI11, 

C. E. DENNEY, 

H. A. SCANDRETT, 

L. A. Downs, 

J. J. POLLEy, 
Employer Conferees. 

B. M. JEWELL, 

. A. PHILLIPS, 

E. J. MANION, 

JAMES J. DELANEY 

GEO. M. HARRISON, 
Employee Conferees. 


— 


EXHIBIT A 


1. Scope.—The language of the present Railroad Retirement Act and present 
Tax Act shall remain the same, except as it shall be amended to include em- 
ployers now or hereafter under the Interstate Commerce Act, and provisions 
covering railroad associations supported by railroad companies, and covering 
national railway labor organizations. 

2. Administration.—Administration by Railroad Retirement Board: carriers 
to furnish Board with certified records. 
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3. Character and custody of fund.—Primarily a legal question to be developed 
by the lawyers. 

1. Retirement age-—An employee shall be eligible to retire upon attaining the 
age of 65; provided, however, that an employee may retire on reaching the 
age of 60 years, after the completion of 30 years’ service, with a deduction in 
the annuity at the rate of one-fifteenth for each year he is under the age of 65. 

No benefits to be paid until employee actually retires from regular gainful 
occupation 

If the employee continues to work after attaining the age of 65, he shall be 

required to pay the tax but will not be credited with any service earned by 
such employment after July 1, 1937. The compensation earned shall be con- 
sidered in computing annuity, with the understanding that the annuity shall not 
be less than the annuity earned at age 65. 
5. Disability——-Retirement irrespective of age on account of total permanent 
disability for any regular gainful occupation after the completion of 30 years’ 
service with an annuity computed on prior and subsequent service. If disabled 
employee recovers, annuity payments shall cease. 

If disabled employee receiving benefits recovers and returns to service and 
becomes eligible for age retirement annuity he shall have his monthly annuity 
adjusted to compensate for disability payments made. 

Employees retired on account of total permanent disability for any regular 
gainful occupation, with less than 30 years’ service, shall be eligible to receive 
earned annuity on attaining retirement age. 


Note.—The annuity to be calculated on prior and subsequent service with 
limitation of 30 years if both are used. 


The term “retirement” as used in this paragraph shall not require relinquish- 
ment of employment relationship. 

6. Taxes.—The taxes to be levied in the Tax Act shall be at the same rate for 
employers and employees, on the payrolls of employees. Employers and em- 
ployees to pay the tax so long as employees continue in service. 

Nori The total rate of tax shall be 5 percent of the payroll, not in excess 
of $300 for any 1 month for any employee, for 3 years from January 1, 1937; 
5l4 percent for the next 3 years; 6 percent for the next 3 years; 6% percent for 
the next 3 years; and 7 percent thereafter. 


7. Refunds.—In event of death, the employee’s estate shall be paid an amount 
equivalent to 4 percent of compensation earned (up to $300 per month) from 
January 1, 1987, less such amounts, if any, as may have been paid in annuities. 

8S. Calculation of annuity.—Credit all years of subsequent service without limit 
(except as provided in par. 4). Give additional credit for prior service, provid- 
ing the two combined shall not exceed 30 years. 

Two percent of first $50 of monthly compensation, 1144 percent of next $100, 
and 1 percent of next $150, times years of service. 

9. Calculation of compensation.—The same method used for calculating aver- 
age compensation in the Railroad Retirement Act is to be used, with the under- 
standing that if a more practical method can be developed by agreement which 
will produce substantially the same results, it will be substituted. 

10. Withdrawals.—Employees who do not have an employment relation on 
attaining retirement age to be credited for annuity earned on basis of subse- 
quent service only, but no annuity to be paid until retirement from any regular 
gainful occupation after attaining retirement age. 

11. Employment relation.—Any employee who is on furlough or on leave of 
absence on the effective date of the act, and who is in the service or in employ- 
ment relation when he reaches retirement age, shall be entitled to prior service. 

Employees who worked for the industry prior to the effective date of the act, 
but were not on furlough on that date, shall if they again take employment with 
the industry be given credit only for subsequent service. 

Employees on leave of absence on August 29, 1935, who are unable to return 
to service on account of physical disability shall be given credit for prior service. 

12. Minimum annuity.—If in service at date of retirement, on attaining age 
65 and having not less than 20 years’ service, the minimum annuity shall be 
$40 per month; provided that if the monthly compensation on which the annuity 
is based is $50 or less the annuity shall be 80 percent of such compensation, ex- 
cept that if such 80 percent is less than $20 the annuity shall be $20 or the 
same amount as the monthly compensation, whichever is less. 
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13. Marimum annuity—One hundred and twenty dollars per month, where 
based on both prior and subsequent service. 

14. Benefits —The benefits payable under this act to be paid out of the Treas- 
ury of the United States, and the act shall be so drawn as most effectually to 
assure such payments. 

15. Retired employees now on employer pension rolls—The act to provide for 
the assumption of retirement benefits paid directly by employers as of the ef- 
fective date of this act through to termination, provided that where determin- 
able they will be calculated at the normal rate of benefits under voluntary plan 
of the last employing carrier, and provided benefits shall not exceed a maximum 
of $120 per month; payments to begin with the payments due and payable on 
July 1, 193 

16. Employees in foreign couniries.—The attorneys will undertake to draft 
a suggested provision to make the act applicable to employees who render serv- 
ice in other countries for employers subject to the act. 

17. Free transportation Nothing in this act shall be construed to prohibit 
employers from granting free transportation to employees receiving annuities 
under this act. 

18. General provision.—None of the benefits paid under this act shall be less 
than those which would have been provided by the Social Security Act for the 
same individual. 

Conferees representing railroad management, through the Association 
of American Railroads: C. R. Gray, H. A. Scandrett, L. A. Downs, 
C. E. Denney, M. W. Clement, J. B. Hill, J. J. Pelley. 
Conferees representing the employees, through Railway Labor Execu- 
tives’ Association: B. M. Jewell, J. A. Phillips, E. J. Manion, 
James J. Delaney, Geo. M. Harrison. 
Fesruary 18, 1937. 


Mr. Forr. Well, you will, perhaps, be interested in this also. There 
was another provision in that agreement to the effect that the rail- 
road companies would not attack in court the constitutionality of the 
system set up by the bill. Railroad retirement systems, in somewhat 
different forms, had been attacked twice before successfully. The 
first case reached the Supreme Court of the United States. The sec- 
ond case had not reached that point at the time the agreement was 
finally made between the railroads and their employees. 

In formulating the plan embodied in the 1937 act the representa- 
tives of the railroads and the representatives of their employees first 
aetermined the maximum payroll taxes which they felt each should be 

required to pay for such purpose; then, with the aid of actuarial 
advice, endeavored to fix benefits and eligibility requirements such as 
would hold the costs of the system within the maximum tax limit so 
agreed upon. The tax originally agreed upon as the maximum to be 
borne by each was 314 percent. Before the bills embodying the plan 
were acted on in Congress, however, the Treasury Department ad- 
vised that, according to its actuaries, it would require an ultimate pay- 
roll tax of 334 percent on each adequately to finance the system . As 
a result, the representatives of management and labor again conferred 
and agreed upon such an increase in the tax rates, which was in- 
corporated in the law as originally enacted. 

The railroad retirement system was gre: atly liberalized in 1946 by 
what are commonly known as the Crosser Act Amendments. Accord- 
ing to estimates made by the Railroad Retiret ‘ment Board shortly after 
their enactment, those amendments resulted in an increase of about 40 
percent in the cost of the system. They included provision for sur- 
vivor annuities patterned after those which had been provided for by 
the 1939 amendments to the Social Security Act, but about 25 per- 
cent higher, and also included great liberalization of the provisions 
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governing disability annuities. The Crosser Act also imposed an 
additional tax of 21/ , percent each on the railroads and their employee S 
for the support of the system, raising the final rate from 334 percent 
to 614 percent. That final rate went into effect the first of this year. 

Senator Douetas. Mr. Fort, may I ask a question ‘ 

Mr. Forr. Yes, sir 

Senator Dove.as. In line 4 you say that the increase in costs of 
the benefit provided under the Crosser Act was estimated at 40 
percent. 

Mr. Forr. Yes, sir. 

Senator Dovetas. But the increased tax, if my figures are correct, 
amounted to about two-thirds, or 67 percent. 

Mr. Forr. Well, it was thought at that time, Senator, as I recall it, 
that the tax was somewhat inadequate even for the then existing 
benefits, and some of the increase in tax was to take up that slack. 

Senator Dovetas. Then may not that also have been the reason 
why a subsequent increase in benefits in 1948 of 20 percent did not 
occasion the costs upon the system which was feared at the time it 
might oceasion ? 

Mr. Forr. I do not think so, except perhaps in small part. I think 
the 1948 situation can be explained by the enormous increase in pay- 
rolls due to the war and the general inflation, and the increase in 
wage levels and matters of that kind. 

The system was further liberalized in 1948 by a uniform increase 
of 20 percent in all outstanding and future retirement annuities and 
pensions. It was further liberalized again last year in many impor- 
tant respects, including an increase of 15 percent in all retirement 
annuities and pensions, an increase of 3314 percent in all survivor 
annuities, provision for the first time for the Be ayment of supplemental! 
annuities to the spouses of annuitants, and numerous other changes. 
These amendments also included important provisions affecting rela- 
tionships between the system and the Social Security System. I 
might add that they are very important. 

The railroad retirement system, as originally established, was much 
more liberal than the retirement system set up under the Social 
Security Act. As a result of the various subsequent liberalizations 
it has continued to be much more liberal than the latter system in 
spite of the many broad liberalizations that have been made therein, 
including those effected by the amendments adopted at the recent 
session of the Congress. 

As I have already stated, the present financial status of the railroad 
retirement fund depends to a considerable extent upon the effect of 
last year’s amendments establishing new relationships between rail- 
road retirement and social security. As I have also stated, it will 
—s be some time before the full effect of those amendments 
can be definitely determined. However, based upon the testimony 
= sented to the Senate committee last year at the hearings on the 
bills which finally resulted in the amendments of 1951, there is every 
reason to believe that the present taxes are certainly not sufficient to 
finance any increase in the benefits for which the system now provides. 
It seems equally clear that the taxes now imposed upon the railroads 
and their employees for the support of the system are so high that 
they cannot be increased, either directly or indirectly. 
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The present rate of 614 percent on each is almost double that origi- 
nally agreed upon between them as the maximum that they should ‘be 
required to pay for the purpose of providing benefits to the employees. 
It is in even more striking contrast with the rate of 114 percent now 
being paid for like purposes by employers and employees covered by 
the Social Secur ity Act. True, the latter rate is sc thedule d to be stepped 
up gradually until it reaches a final maximum of 314 percent in 1970, 
18 years from now. Even then, however, it will be barely more than 
one-half the rate already being paid by the railroads and their 
employees for similar purposes. 

Senator Dovenas. Mr. Fort, may I interrupt? 

Mr. Forr. Yes, si 

Senator Dovug.as. “Of course, there has been a tendency on the part 
of Congress to postpone the dates on which the maximum rates would 
go into effect. As 1 remember it, the maximum rates were originally 
due to go into effect in 1948 or 1950. 

Mr. Forr. Yes, sir. But even if they should now follow the sched- 
uled program, you can see the disparity between those rates and the 
railroad rates, and if anything happens to change the schedule it is 
more likely that the taxes will not go up as high as they are now sched- 
uled than that they will go higher. 

It is to be remembered that many of the employees covered by the 
Social Security Act are active and strong competitors of the 1 ‘ailroad. 

Senator Dovetas. You mean busses, trucks, and airlines? 

Mr. Fort. Yes, sir. 

We think any further statement from us at this time would be 
premature. As I have already said, I assume that the railroads will 
be afforded opportunity to make additional presentation at a later 
stage after further developments in the committee’s investigation. 

Now, Mr. Chairman, I would like to add merely this: You will re- 
call that at the hearings on the 1951 amendments there were repre- 
sentations by the Railroad Retirement Board actuaries, as I recall it, to 
the effect that—or substantially to the effect that—the cost in percent- 
age of payroll of the law as finally enacted would be something like 
14.30 percent of the payroll, and I believe from what I have learned 
that they now think that, taking into account these recent changes in 
social security which inure to our benefit to some extent, perhaps the 


- cost will be, under the present benefits, 14.1 percent of the payroll as 


against an income of 121% percent of the payroll. Thus the payment 
of the present level of benefits puts more of a strain on the system than 
is justified. We thought that was true and stated our case very 
strongly to your committee in 1951, 

Now. I take it that you are going to get better information about the 
state of this fund than we have had heretofore, and I quite agree with 
Mr. Schoene when he says that that is where we start. It is almost 
idle to speculate about what we would do if we had the money until 
we know whether or not we will have it. 

There was testimony, you may recall, to the effect that these benefits, 
if you do not take into consideration the savings to come about by 
getting rid of the less-than-10-year man and by the coordination with 
social security, would cost more than 16 percent of the payroll, and it 
was only by taking into account the 2 percent saving of the payroll— 
1 percent from getting rid of the men with service of less than 10 years, 
and 1 percent from the coordination with the general social-security 
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fund—that you are able even to get the cost down to around 14 percent 
which is still above the income. 

We would like to have before us what you are able to develop with 
respect to both of these matters, to see whether we can confirm the 1 
percent saving for the less-than-10-year man, and the 1 percent saving 
from the coordination with respect to other men and to have before us 
further information with respect to the soundness of the fund before 
\ any further. It is for that reason, Mr. Chairman, and only that 
reason, that we make such a summary statement to you at this time. 

Senator Doverias. Thank you very much. 

Mr. Fort. Thank you, sir. 
enator Douauas. L think we will recess until 2 o’clock this after 
noon, at which time the witnesses will be Mr. Russell Reagh, who is a 
member of the Advisory Actuarial Committee of the Fifth Valuation; 
Ir. Phomas J. McKay, representing the Brotherhood of Locomotive 
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Firemen: certain locals of the Brotherhood of Locomotive Engineers 
and Firemen: and Mr. Latimer. 

Mr. Latimer, will you desire to testify this afternoon ? 

Mr. Larter. Very briefly, Mr. Chairman. 

Senator Doueias. We will recess until ? o'clock. 


(Where pon, at 12:20 p. m.. the committee recessed, to reconvene 
at Z p.m. the same day.) 


AFTERNOON SESSION 


Senator Douaias. The fi st witness this afternoon will be Mr. Rus 
sell Reagh, who is a member of the Advisory Actuarial Committee on 
the Fifth Valuation of the Retirement System. Is Mr. Reagh here? 

(No response. ) 

Is Mr. Thomas J. McKay here? Will you come forward ? 

Mr. Wol\ rton is quite anxious to have you testify. 


STATEMENT OF THOMAS J. McKAY, JR. 


Mr. McKay. My name is Thomas J. McKay, Jr. I do not officially 
represent any organization. 

Senator Doteias. I understand. 

Mr. McKay. Some of the men in Camden came to me and asked me 
if I would come down here, but it seems that my representative, Mr. 
Latimer, is going todo the talking for us. I merely wanted to urge the 
abo! hi ov of the 1924 ol years. 
nator Doverias. What would you suggest ? 

Mr. McKay. Because that has hurt usa sood deal. 
Senator Doucias. What would you suggest as a base? What would 


Vi mroest as an alternate base ? 


Mr. Mi IX \¥ The basing of our pension on the last 10 years, some- 
thing of that kind, the same as the Pennsylvania Railroad does. 

Senator Douveias. Even for the period during which no contribu 
tion were made, the benefits having been paid, even for the years 
rior to 1937? 

Mr. McKay. Yes, sir. 

You see, the Pennsylvania Railroad, when it was paying the pensions 
before the Government pensions, paid the men on the basis of their 
last 10 years of service, and I thought that would be a more equitable 
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way, considering the fact that the cost of living has gone up in the last 
few years and it would be more in step with the modern times. 
Senator Doveras. Is that the only suggestion you have? 
Mr. Wolverton, this is your witness. 
Representative Woriverron. I underst: and. 
Senator Dovetas. Is Mr. Latimer here? 


STATEMENT OF MURRAY W. LATIMER, WASHINGTON, D. C. 


Mr. Latimer. Mr. Chairman, my name is Murray W. Latimer. I 
have offices at 1625 K Street NW., in Washington. I am here to repre- 
sent the Brotherhood of Locomotive Engineers, the Brotherhood of 
Locomotive Firemen and Engineers, the Brotherhood of Railway 
Conductors, and the Brotherhood of Railway Trainmen. 

The organizations which I represent here today are heartily in favor 
of this investigation. They hope it will be held. They do not feel 
prepared at this time to make any recommendations with respect to 
either benefits or financing. 

I had expected, had the hearings continued, to be able in another 
day or two to present to the committee some suggestions on matters 
of technique and of some substance which it seemed to me might be 
followed in the conduct of the investigation. Unfortunately, those 
are not yet ready and when the news of the postponement came yester- 
day I thought it desirable to devote my attention to some other press- 
ing matters which could not be postponed. 

Senator Doucias. Then you have no statement at the present time? 

Mr. Latrmer. No statement; no, sir. 

Senator Doveias. Will you prepare your material on the finances 
of the system with possib le interconnections with social see urity and 
submit them as memoranda, so all the staff can work on them ? 

Mr. Latmmer. Not at this stage, Mr. Chairman. I think on matters 
of substance, there are some suggestions which will be made as to 
factual material which ought to be forthcoming as a byproduct of 
that which we will submit. As far as any conclusions are concerned, 
1 do not think it worth while to spend time on trying to speculate 
as to what these facts might show if they were available. 

Senator Doveias. Thank you very much. 

The next witness will be Mr. Clarence B. Carter of the Railroad 
Pension Conference. 

Mr. Carter. Will it be satisfactory for you to complete your state- 
ment in 10 minutes? 


STATEMENT OF CLARENCE B. CARTER, NATIONAL SECRETARY, 
RAILROAD PENSION CONFERENCE 


Mr. Carrer. Yes, sir. 

My name is Clarence B. Carter, and I am the national secretary of 
the Railroad Pension Conference, for whom I am appearing today. 

I want to qualify my statement by saying that the Railroad Pen- 
sion Conference has always considered its proposals on the basis of 
their being sound and would not in any way magpie the seriousness of 
the retirement funds now or in the future. Also, we feel that our pro- 
posals are not crackpot. 
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As the members of the committee know, we propose 30-year retire- 
ment, regardless of age, at half pay. We note that those in the armed 
services can retire after 25 years, some after 20 years, if they so choose, 
of service. Some municipal workers and State workers can retire 
at an earlier age than railway workers. But those who claim that 
our ideas are crackpot have not stated or even advocated that those 
who retire at an aitine age than we do, choose something similar to 
railroad retirement; that is, retirement after age 65. 

We also note that the Brotherhood of Railroad Trainmen, at their 
last convention, went on record in support of 30-year half-pay rail- 
road retirement, and I am sure that the convention did not consider 
that these ideas were crackpot. 

I would also like to state—— 

Senator Dovcras. Let me get this clear. Suppose a man started 
to work on a railroad at the age of 16 and served 30 years. You say 
lie should be entitled to retirement at the age of 46 at half pay / 

Mr. Carrer. We do agree on 30 years at half pay; but, as Mr. 
Schreiber pointed out this morning, and as we have pointed out, too, 
in referring to retiring at age 60 after 30 years—and the Retirement 
Board believes and we believe, too—just because you might have re- 
tirement at age 60 or even after 30 years of service, everybody wouldn't 
take it, especially in view of the high cost of living. 

Senator Dovcrias. I want to be specific on this point. Would you 
say that a man less than 60 who has had 30 years of service should 
be able to retire at half pay? 

Mr. Carrer. Yes. 

Senator Doue.as. Your answer is “Yes” to that? 

Carrer. The answer is “Yes, > TI was wondering if you are 
referring to the possibility of a worker going out into some other 
industry and working. Some seem to have that idea. In that way 
he might have two pensions. Of course, what I want to point out is 
that the primary purpose of our 30-year half pay is that we want to 
eliminate the necessity of workers going out and getting another job 
outside. That is why we proposed our bill. In our bill, which we 
have before Congress, H. R. 63, we proposed two methods by which 
a person could retire, either at half pay or on the same basis as they 
now receive their annuities. The reason was this: After 1967 it is 
true that retirement annuities will increase, because a person after 
that time can receive credit for more than 30 years of service. So, we 
do not want to take anything away from a worker. So, we proposed 
these two ideas because the average annuity today, as Labor pointed 
out last week, is only $95 a month. Before the increases last year as 
[ understand it, I think about 29 percent of the railroad workers were 
getting over $100 a month. I do not know just how much it has 
increased now. I do not think it is too much more. So, thereby, you 
see our proposal of half pay under the highest 5 years would bring up 
these pensions that we want to bring up. Only very few of our 
workers do get the maximum annuity. You have to be an official or a 
dispatcher, or something like an engineer or conductor on the high- 
paying runs. So, most of the workers, or at least the average after 
the 1951 increase, get $95 a month. So, what we are trying to do 
with our legislation is to bring that up. 

As I say, we do not feel that half pay on that basis js crackpot. I 
would like to point out in comparison the Pacific-coast longshoremen, 
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for instance. As I understand it, they average on social security 
between $60 and $80 a month, for which they now pay 114 percent. 
Eventually it will rise to 3 percent. In comparison, we average $95 
a month and pay 614 percent. The Pacific-coast longshoremen re: 
cently put through a proposition whereby the longshoremen will get— 
this is paid by the company—$100 a month plus social security. ‘They 
get health care for life for the retired workers and they get paid-up 
life insurance. 

Of course, we do not get any paid-up life insurance, nor does the 
railroad take care of any of our health needs. 

I would also like to point out in this respect that the Brotherhood 
of Locomotive Firemen and Enginemen, as I understand, now have a 
case before the Mediation Board whereby the railroads will pay the 
difference between $300 per month and railroad retirement. 1 do not 
think, when they proposed this, that they considered this was crackpot. 
These are facts that I am trying to point out that we do not feel and 
the majority of railroaders do not feel are crackpot. They do not 
feel that either retiring at the age of 60 after 30 years of service or 
after 30 years’ service is crac kpot. 

We also believe—and I want to briefly 
as you recall last year, there was a proposal made in H. R. 3669 where- 
by retired railroad workers would be limited to receiving not more 
than $50a month. This proposal was opposed by the operating crafts, 
and it was opposed by the Pension Conference and the railroad 
workers in general; and I am glad to say that Congress did not pass 
that. We think that was a very cool suggestion, especially in view 
of the fact that there are men in other businesses, business executives 
and others—and, as I pointed out, municipal and State workers and 
those in the armed services—who can retire and seek another job. 
I would like to take General MacArthur as an example. He retires at 
$12,000 a year and he goes out and gets a job in industry that pays 
$100,000 a year. 

This is perfectly legitimate, it seems to me, for others; and I cannot 


see why they have such a proposal to prohibit us from making over 
$50 a month. Whereas these other people can do it, they want to 
restrict us to $50 a month over and above the railroad retirement. 

As I say, on the basis that we are trying to bring up the average 
pension for the average person, we feel that the monthly check for a 
retired individual should be at a sum large enough for that person to 
live on without having to seek outside employment. As you can see 
and as I have pointed out, the average retirement which we get we 
feel is not livable, and we feel the facts bear that out. As I pointed 
out, the Brotherhood of Locomotive Firemen and Enginemen have 
asked for the difference between $300 and railroad retirement. We 
feel that supports our idea for half pay. 

Senator Dovetas. Mr. Carter, have you any more testimony ? 

Mr. Carrer. I want to make two more observations because they 
are coming up or will come up at least in the study that is going on. 

Last year we brought out that fhere might be the possibility “of a 
study made between railroad retirement and social security. I would 
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like to quote Mr. Latimer’s prepared statement made in the hearings 
last year when he said [reading]: 

In 1937, I thought it might be practicable to contemplate a single old-age 
insurance trust fund * * * into which both social-security and railroad- 
retirement benefit appropriations would be transferred. * * * There is one 
Wway—and only one way—by which an industrial pension plan can be op- 
erated. * * * That way is to recognize that the general old-age and survivors 
insurance system is the basic national system and to build, over and on that 
foundation, a supplemental structure, self-contained, appropriately designed to 
meet whatever specific needs exist. 

We assume that this means that the Railroad Retirement Board 
would buy for us old-age and survivors’ benefits at a lower cost than 
the Retirement Board can provide for us under the present system, 
and we would therefore use the remaining taxes for additional benefits 
over and above social security. In other words, it would be similar 
to getting two retirements. It would be something like steel or 
automobiles. However, railroad workers have considered quite taboo 
the question of social security. I would like to say I am a working 
railroader myself. I have been in the industry for 26 years, and I am 
still working. I am what is known as a crew dispatcher on the New 
Haven Railroad. 

We have felt that there might be a danger to just dumping off on 
social se rity period, We do not want that, because, as has been 
pointed out this morning and elsewhere in the 1951 hearings, we have 
disability features which social security does not have, and we have 
felt, as I say, that we do not want to go on there—period. So, the 
question of social security hasn’t been too popular with railroad men. 

There might be something to the fact that we could supplement our 
pensions and thereby use the remaining taxation. The Pension Con- 
ference has taken the stand all along that we should leave our taxation 
as it is. In other words, we should not change it. Do not reduce it. 
Give us something that is comparable to the taxation we pay. 

Also, last year there was brought up the question of taxing us on 
$400 a month instead of $300 a month. Of course, the Pension Con- 
ference opposed it as it was proposed, and the railroad workers opposed 
it because they felt it was unfair. However, if Congress would give 
us half of our taxable income on the $260 a month, that would be a 
different thing. I think we would find nationally that the railroad 
workers would support the full taxing on $400 a month if we were 
given half of taxable income. ‘That would make our maximum pension 
or annuity $200 a month, which only a few get now. The maximum 
now is $166.50, which, as I say, only a few get now. Of course, this 
excludes the wife’s annuity. The maximum would be iner¢ ased under 
that proposal to $200 a month. 

As ] say, I think that would be very acceptable to the railroad 
workers. Ona half-pay basis, of course, in that respect, it would bring 
up these average annuities that the men now oet, which they feel is 
not livable. 

Senator Doverias. Does that complete your testimony, Mr. Carter ? 

Mr. Carrer. Yes. 

I think that the fact that the annuities are not livable is broucht out 
by the Railroad Retirement Board in their latest report, and this is 
what the Board had to say. The Railroad Retirement Board in its 
latest annual report, 1951, states the following: 
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During 1950 there were more aged workers in railroad employment, and they 
formed a higher proportion of the total in service, than in any other year since 
the railroad retirement system began. An estimated 92,000 employees age 65 


years and over—4.5 percent of all employees in service—worked at some time or 
other in 1950 (table B-12). That was 2,000 more than in 1949 and virtually 
double the low figure reached in 1959. * * The lower rate for 1950 retlects 


basically the fact that in that year many older workers, who would otherwise 
have retired, chose to continue working, probably because of the rise in the 
current rates of pay in the industry and in the cost of living. .The latter had 





begun to rise particularly after military operations began in Korea in midyear. 
. ‘ j ] L- BE s 
ee eee eee nen sae t! his: I think we all recoonlze 


the fact that retirement in our count has certain lacks. Now that 
we are having this type of study m any we feel we should try in these 
hearings and in the hearings that will come later to bring about studies 


that will basically meet the retirement needs of not only railroad 
workers but all workers, and they are lacking very much. 

It seems that ap yparent tly we have been { do not include rh self 
when I say “we’—afraid to m et the retirement needs of thus country. 


I know t } 





hat is so because of the cost. It seems to me the American 
way, especially in considering the welfare of old-age people and those 
who want to retire, requires that their needs should be met. J hope, 
Senator, that we will be able to do that. 

We certainly appreci ite what Congress has done in the last three 
or four Congresses. We certainly more than appreciate what you 
yourself have done and what the members of this joint committee 
have done. We hope that out of this will come the possibility of 
actually meeting what railroad workers need and that they will do it. 

Of course, we ae hat out of this will come 30-year retirement, 
regardless of ¢ , based on the five highe st years of earnings, for the 
reasons we hve given. 

(The prepared statement submitted by Mr. Carter reads in full 
follows:) 


TESTIMONY OF CLARENCE B, CARTER OF THE RAILROAD PENSION CONFERENCI 


Railroad workers since 1946 have sought enactment of legislation providing 
retirement after 30 years of service, regardless of age, at half pay based on the 
5 years of highest earnings 

We appreciate the fact that the Seventy-ninth, EFightieth, and Eighty-second 
Congresses enacted certain amendments beneficial to railroad e mployees. How- 
ever, we must point out that these changes failed to remove the basic defects 
of our retirement act; that is, ae ing the retirement age and removing the year 
1924 to 1931 as base year for computing our annuity. 

Despite the increases in annuities enacted since 1948, the average annuity 
today for a rail worker is at the insufficient sum of $95 per month (Labor, July 19, 
1952). For this we pay 6% percent tax, which is equaled by the carriers. 

The Pension Conference maintains that the monthly check for a retired individ- 
ual should be at a sum large enough for that person to live on without having 
to seek outside employment. As you can see, this is not true for the average 
retired rail worker. 

FEW GET MAXIMUM ANNUITY 


While our average annuity is only $95 per month, the maximum is $165.60 
Unfortunately, comparatively few rail workers can hope to get the maximum, 
as one has to be either an official or in the’ high-income brackets. Further, 
many retiring officials are favored with an extra retirement check, over and 
above his railroad retirement annuity, paid for by rail management. The 
average rail employee is not so favored and is left to be content solely with his 
retirement annuity, or seek outside employment if his annuity is insufficient, 
when in fact he should be enjoying his remaining days in retirement. 
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In comparison, a retired miner, or Pacific coast longshoreman, receives $100 
per month in addition to his social-security check paid in full by management. 
(Incidentally, the average social-security check for Pacific-coast longshoremen 
averages between $60 and $80 per month at a cost of 1% percent taxation, 
while rail employees pay 614-percent tax for an average of $95 per month.) Other 
industries such as auto, steel, electric, etc., pay the retired worker the difference 
between social security and $125 and $100 per month in addition to sick and 
life insurance benefits not received in the rail industry. Further, Members of 
Congress, civil service, Government, State, municipal workers, plus those in the 
Armed Forces, enjoy superior retirement benefits compared with railroad 
employees. 

TRAINMEN SUPPORT 30-YEAR, HALF-PAY RETIREMENT 


The Brotherhood of Railroad Trainmen at their twenty-ninth convention held 
in Miami went on record in favor of 30-year, half-pay retirement benefits. On 
October 27, 1950, the convention adopted resolution No. 37, which reads as 
follows: 

“Resolved, That this convention direct the president of the brotherhood to 
immediately contact all the executives ef the Brotherhood of Locomotive Engi- 
neers, the Brotherhood of Locomotive Firemen and Enginemen, the Order of 
Railway Conductors, and all other unions interested, to unitedly institute a 
movement to secure an annuity based on the five highest years of earnings at 
half pay, and 30 years of service, regardless of age.” 

The Dining Car and Railroad Food Workers Union is also on record favoring 
enactment of these proposals. Daniel Benjamin, national vice president, in- 
formed the conference that his union favors 30-year, half-pay retirement and 
pledges full support for same. 


PRESENT BENEFITS DO NOT MEET PRESENT-DAY NEEDS 


The Brotherhood of Railroad Trainmen stated in Trainmen News, June 5, 
1950: “Soaring living costs have imposed severe hardships on railroad workers, 
but the pensioners who must try to get by on an income fixed over a decade ago 
when the dollar bought twice as much as today is in a desperate position.” 

Mr. William J. Kennedy, Chairman of the Railroad Retirement Board, summed 
it up correctly at the Senate hearings in May 1948, when he said: “I submit that 
the present situation offers very little incentive for older men to retire from 
service. Those who have already retired have been unfortunately trapped. 
* * *” While this statement was made in 1948, railroad workers know it is 
still true today. 

Attorney Lester P. Schoene, representing the 21 railroad brotherhoods at the 
Senate hearing in May 1948, testified: “The system now fails to meet the purpose 
for which it was set up. The pressure to remain in active service beyond the 
period when the individual should retire is too great, and the superannuated 
workers are not being taken out of the industry as they should be, and the 
opportunities for promotion of the younger workers are being blocked. In other 
words, we are back substantially to the kind of conditions that gave rise to the 
necessity for setting up this system in the first place” (p. 56, Senate hearings, 
May 19, 20, 21, Senate Labor Committee). This statement is also true today, 
as the next paragraph reveals. 

Fewer rail workers retiring, says Retirement Board: The Railroad Retirement 

soard in its latest annual report (1951) states the following on page 18: “During 
1950, there were more aged workers in railroad employment, and they formed 
a higher proportion of the total in service, than in any other year since the 
railroad retirement system began. An estimated 92,000 employees age 65 years 
and over—4.5 percent of all employees in service—worked at some time or other 
in 1950 (table B-12). That was 2,000 more than in 1949 and virtually double 
the low figure reached in 1939. * * * The lower rate for 1950 reflects basically 
the fact that in that year many older workers, who would otherwise have retired, 
chose to continue working, probably because of the rise in the current rates of 
pay in the industry and in the cost of living. The latter had begun to rise 
particularly after military operations began in Korea in midyear.” 

United States Representative James E. Van Zandt, testifving at the House 
Interstate Commerce Committee hearings, June 1948, said: “Yesterday morning 
at 7:80, just prior to my departure from Altoona to Washington, I had a retired 
gentleman visit me, and he pointed out that he and his wife were living on what 
might be termed ‘one meal per day,’ as the result of the meager benefits that he 
was receiving. He pleaded with me to have Congress do something to relieve 
not only himself but many others who are trying to exist on this meager pension.” 


—— 
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The primary purpose of this proposal is, in the main, to increase the annuities 
paid to most of the retired rail workers. The average annuity is so meager that 
many thousands of railroaders, although qualified to apply for retirement, are 
forced to continue to work despite their age and their health. 


WHY HALF-PAY BASED ON OUR 5 YEARS OF HIGHEST EARNINGS 


When our Retirement Act was enacted in 1937 it was pioneer social legisla- 
tion and was admitted to contain many flaws which would naturally be cor- 
rected as time passed and need for change became evident. 

One of the most glaring faults of our Retirement Act which Congress has 
failed to correct is the method of computing annuities. In 1937 is was diffi- 
cult to estimate, from earlier records, the basis on which to compute annuities. 

1924 to 1931 used: When our Retirement Act went into effect in 1937 Con- 
gress chose the years 1924 to 1931 as base years on which to compute railroad 
retirement. Much to the dissatisfaction of the rail workers, Congress has 
failed to remove these years in spite of the fact that it causes much hard- 
ship through low annuities. The years 1924 to 1931 included the lean years 
when low incomes prevailed, and depression years afforded little opportunity 
for full employment and job advancements. Since 1957, railroad wages have 
increased several times, yet retirement annuities were not increased propor- 
tionately. 

Railroad employees throughout the Nation maintain it is grossly unfair for 
Congress to constantly tax an individual on his highest income, and then use 
his lowest income years which reduces his annuity. While it may have been 
fair in 1937 to use these years, it is most unfair to use them today when new 
conditions exist. 

The Railroad Pension Conference, therefore, urges Congress to discontinue 
the practice of using years 1924 to 1931 to compute our annuties, and instead, 
use our 5 years of highest earnings. Thus, our annunities would be more in 
proportion to the taxes we now pay. Civil service uses the 5 years of highest 
earnings as the yardstick for computing their benefits, and certainly our Rail- 
road Retirement Act should be brought into line. 


WHY 30-YEAR RETIREMENT REGARDLESS OF AGE 


First, let us point out that the average age of a person entering the rail in- 
dustry is between the ages of 28 and 30. Thus, you can see that the average 
age for retirement after 30 years of service regardless of age would be between 
age 58 and 60, surely a timely age to retire. (Age figure from Railroad Re- 
tirement Board Annual Report, June 30, 1946, p. 123). 

Thirty-year retirement regardless of age, rather than retiring on the basis 
of a mathematical figure (age 65) is the most desired change wanted in our 
Retirement Act today, with half pay based on the 5 years of highest earnings. 
Railroad workers are taxed on the basis of years of service, but retired on the 
basis of age, which of course is very unfair. Many city, State, and Govern- 
ment workers can retire after 25 years of service, and those in the Armed 
Forces after 20 years of service if they choose to do so. Certainly a rail- 
road worker performs service of similar public value as those above to receive 
like benefits. 

Retirement nonexistent for third of industry: Under our present set-up, re- 
tirement is nonexistent for nearly one-third of the industry. These employees 
are making an investment to a nonexistent future. 

The Railroad Retirement Board statistics in the March 1950 issue of their 
Monthly Review revealed the following: : 

Out of 100 railroad workers— 

30 years old, 31 will not live to age 65. 
40 years old, 29 will not live to age 65. 
50 years old, 24 will not live to age 65. 


RAILROADING HAZARDOUS 


Many rail workers, unlike employees in other industries, are required by law 
to take rigid physical tests, usually every 3 years. In many cases, where an 
employee has been sick or injured, he is often compelled to get a yearly, and in 
some cases, quarterly and even monthly examinations by the company doctor. 
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Fatal accidents to railroaders while on duty increased in 1951, according to 
the ICC. A total of 397 were killed on the job, or 32 beyond the average of 1 
for every day in the year. This compares with a total of 358 killed in 1950. 

The number injured also increased. In 1950, 21,763 were injured, com- 
pared to 23,269 in 1951, or an increase of 2,506. This happened in a period when 
railroad employment decreased. Railway Age, March 10, 1952, reveals that 
232,339 rail employees have been laid off since June 1945. Rail employment 
totaled 1,454,186 in June 1945, and by January 1952 the number employed dropped 
to 1,221,846. 

Another glaring example is the train dispatcher. Mr. Carry McCord, writing 
for Industrial Medicine, stated that 81 percent of all train dispatchers examined 
have a high incidence of nervous disorders directly attributed to their occupa- 
tion. Whereas the life expectancy of the average worker is about 66 years of 
age, the average life expectancy of the train dispatcher is 51. Likewise, many 
other rail workers with their responsibilities also are subject to tensions as 
they must assume the grave responsibility of the safe transportation of life and 
property across our great country. 

At one of our pension conference meetings a Railway Express employee stated 
that only one worker at his place of work had reached the age of 65 in the last 
25 years, 

Thus, if for no reason other than stated on this page, rail workers should be 
entitled to retirement after 30 years of service regardless of age, at half pay 
based on the 5 years of highest earnings. 


RAIL EMPLOYMENT UNLIKE OTHER INDUSTRIES 


Rail employment, unlike many other industries, is guided by seniority, dis- 
placement rights, spare boards (extra lists), and many years of night work 
and broken hours. 

To express these statistics in human terms, let us use Casey Jones, railroad 
fireman, as an example. When entering the service, Casey is placed on the fire- 
man’s extra list, subject to call any hour of the day or night, regardless of the 
mileage of his division. He may spend days away from home, for which he 
pays his own expenses. As railroad work is seasonal, wholesale lay-offs take 
place. Thus, Casey is laid off for several months, sometimes for a year or 
more. After each lay-off Casey Jones goes through the same experience ex- 
plained above, which is usually over a period of several years. After he finally 
owns a regular run as a fireman, he then is forced to qualify as an engineer or 
lose all his seniority rights as fireman. Upon qualifying as an engineer, Casey 
is put on the engineer’s extra list and again he goes through the same routine 
as when he was on the fireman’s extra list. Seasonal lay-offs force him back 
as fireman. Therefore, Casey Jones has to be well along in years of service 
and age before he can select the best-paid runs as an engineer. Train service 
employees have somewhat the same experience; however, trainmen are not 
forced to take promotion as are those in engine service. 

In the nonoperating departments the craft system prevails for Fred Smith, 
mechanic. First he must serve as an apprentice, or helper, for a period of 4 
years, With limited rights, usually at relatively low wages. After this period, 
Fred Smith is considered a journeyman. As such, his seniority is placed on 
the roster at various points on the division, and he can only work where his 
seniority permits. When lay-offs occur he can be displaced by any worker his 
senior and may be forced to exercise his seniority many miles away from home 
at his own expense. Therefore, Fred Smith, mechanic, may well find himself 
working near his home in the summer months, and in the winter months in 
another.city many miles from home, or vice versa. 


SURVIVOR BENEFITS NEED IMPROVEMENT 


Another defect in our retirement system which Congress has failed to correct 
is the matter of survivor benefits. The benefit received by widows is a mere 
pittance which is disgracefully shocking. Despite the increase given in 1951 
the widow’s benefit averages the frightfully low sum of $42 per month, or $10.50 
per week (Labor, July 19, 1952). Also, the widow must be 65, unless she has 
children under 18, then both widow and children get benefits. However, when 
the children reach age 18 they both lose the benefit and the widow must wait 
until age 65, if she lives that long, before she can again receive benefits. 


RAILROAD RETIREMENT LEGISLATION 99 


The pension conference maintains that widows should receive survivor benefits 
upon the death of her husband, regardless of her age, and that she should get 
an amount at least equal to one-half of her husband’s annuity, if not the 
entire amount. 


30-YEAR HALF-PAY BENEFITS FINANCIALLY POSSIBLE NOW 


The Railroad Pension Conference has always considered its proposed legis- 
lation, retirement after 30 years of service regardless of age, at half pay based 
on the 5 years of highest earnings, with a view of our retirement fund’s ability 
to finance these benefits without jeopardizing the soundness of our fund now 
or in the future. 

Concerning the cost of our proposals, Mr. Walter Matscheck, director of 
research, Railroad Retirement Board, advised us in February 1947 that they 
would necessitate an increase of 4 percent taxation, equally divided between 
carrier and employee. In our bill before the Eightieth Congress we had a 
provision for such an increase. However, in our present bill, H. R. 63, we 
omitted a tax increase because we believe it is not needed at this time for the 
reasons stated below. 

When we testified before the Senate Labor Committee on May 1948, we 
learned from testimony given by the Retirement Board and the brotherhoods 
that actuarial estimations governing our taxation is considered on an ultra- 
conservative basis. 


RETIREMENT BOARD ADMITS CONSERVATISM 


The following testimony given by the Railroad Retirement Board at the Senate 
Labor Committee hearings in May 1948 reveals ultraconservative administra- 
tion of our retirement fund. The Board stated: 

“It should be emphasized that the Board believes that in making cost esti- 
mates and determining tax rates, it should use conservative assumptions. 

“* * * It is impossible to fix any tax rates which can be precise for 30, 
50, or 100 years. * * * Assumptions must be made since it is impossible to 
know for even one year how all factors involved will change. * * * But 
regardless of how carefully they are worked out, they are obviously only assump- 
tions and cannot possibly be exact. 

“The Board believes the account will be adequate for probably 40 years from 
now and that there will probably be a large reserve at the end of that time.” 

Mr. Edward Schreiber, council for the Board stated: “That payroll estimates 
have been made on a most conservative basis. If instead of being conservative, 
as the Board was in all its estimates, the Board had been less conservative and 
had estimated a greater future payroll, the result would have shown a greater 
than 1 percent overfinancing at present; maybe 2 and conceivably 3 percent. 

Representative Charles W. Vursell told the House Interstate Commerce Com- 
mittee: “It seems plain to me that railway workers are paying too much for 
what they are getting, or not getting enough benefits for which they pay. There 
seems to be something wrong with this set-up. Either the financial structure 
should be overhauled, or the reserve in the trust fund is being carried at too 
high a level” (House Interstate Commerce Committee hearings, May 22, 1951, 
p. 322). 

BROTHERHOOD’S TESTIMONY SHOWS BOARD CONSERVATIVE 


Attorney Lester P. Schoene, testifying for the brotherhoods at the May 1948 
Senate hearings, said: “The Board has not made any allowance for the wartime 
and postwar experience with respect to rates of retirement for age of defer- 
ment annuity. There is no doubt about the fact that that experience has operated 
definitely in the direction of reducing cost. And it is not merely a wartime 
phenomenon; it has continued in the postwar period, and there are indications 
that there may be permanent readjustment. Those factors are of such impor- 
tance that they could operate to reduce cost by as much as one-third.” 

Attorney Schoene, testifying for the ‘“non-ops,” in May 1951 stated: “You will 
see there that the fund continues to accumulate until it reaches the high point 
in 1990 of $7,806,000,000, and finally levels off at $7,746,000,000, where it is ex- 
pected to remain” (p. 537, House Interstate Commerce Committee hearings). 
He further stated: “Mr. Beckworth, in my judgment the reserve fund will be 
completely adequate in perpetuity.” 
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TRAINMEN STATE RETIREMENT SET-UP CAN AFFORD MORE 


The Brotherhood of Railroad Trainmen, in their weekly organ, Trainman 
News, June 5, 1950, stated: “Railroaders are entitled to more and we’re sure 
that the retirement set-up can afford more. Actuaries and economists of the 
Retirement Board are attempting to slow matters up by insisting that an in- 
crease in benefits must mean an increase in taxes. They maintain that under 
the present system by 1964 disbursements will exceed taxes, that the reserve at 
that time will be close to $6 billion, and such reserve will continue to increase 
and level off at about $7.6 billion in the year 2005. The maximum disbursement 
load will be reached at that time. * * * Setting up reserve liabilities for 
55 years hence seems preposterous now.” 5 


NO TAX INCREASE NEEDED FOR 30-YEAR, HALF-PAY RETIREMENT 


In view of the facts presented above, the pension conference feels that 30- 
year, half-pay benefits can be given without increasing our payroll tax or 
jeopardizing our retirement fund now or in the future. 

Under the present set-up we are taxed to finance past, present, and future 
retirement. According to Attorney Schoene’s testimony above regarding the 
reserve in our retirement account, we feel we can conclude that rail workers 
in the year 2000 and after will not have to contribute to the reserve we today are 
building. They will evidently benefit from a reserve to which they have not 
contributed. While we wish those retiring in the year 2000 and after better 
benefits than we receive (and they will under the present set-up), we do not feel 
that their retirement is our obligation especially in giving them a reserve of 
billions of dollars to which they will not contribute. 

We are paying for the past. When the Railroad Retirement Act was enacted 
in 1937 the railroads were not called upon as they should have been to set up a 
fund to pay the cost of prior service credit earned before 1937. This cost, 
instead, has been carried in part by the working railroaders, and has been 
included in their tax contributions. Also, in 1937, the railroads saddled the 
entire cost of transferring 48,500 pensioners (1949 Railroad Retirement Board) 
of their former private pension systems onto the railroad retirement fund. 

The manifest unfairness of this was well set forth by Representative Crosser 
in a letter sent from him to Representative R. J. Welch, dated January 27, 1947, 
wherein he stated: “* * * There have been and are being paid from the 
railroad retirement account in the Treasury, which consists exclusively of 
equal contributions of the railroads on one hand, and their employees on the 
other, (1) not only the annuities which are based on railroad service since 
January 1937, the date when the contributions began, but also (2) annuities 
which are based on the railroads’ prior obligations—that is, the accumlated 
(pension credit) service before 1937—and (38) another of the railroads’ obliga- 
tions—that is, the pensions, up to $120 a month, of all previously retired 
employees who were on the railroads’ private pension (gratuity rolls). Since 
the obligations in the last two categories are those of the railroads only, they 
should have been borne by the railroads themselves, but railroad employees have 
paid and are continuing to pay one-half of these obligations.” 

Concerning the facts revealed by Representative Crosser above, Attorney 
Schoene stated at the May 1948 Senate hearings: “The railroads made a pretty 
tough bargain with us back in 1937.” 

Yes, the carriers sure made it tough for us back in 1937 and it is about time 
Congress insisted that they pay their own retirement obligations as mentioned 
by the Honorable Robert Crosser. 


CHANGING TAX BASE FROM $300 TO $400 AS PROPOSED By ‘‘NON-OPS” 


Last year the nonoperating brotherhoods, in their bill, S. 1847 and H. R. 3669, 
proposed Congress enact an amendment whereby we would be taxed on $400 of 
our monthly wages instead of the present $300. This was opposed by the operat- 
ing crafts, the pension conference, and by rail workers from all crafts. Congress, 
therefore, did not make the change. 

We wish to point out, however, that we feel certain railroaders would not ob- 
ject to the change, providing Congress enacted legislation whereby our annuity 
would be based on half of taxable income. Such a provision would increase the 
present maximum annuity of $166.50 per month to $200 per month (excluding 
the wife’s annuity, maximum $40 per month). As shown above, few railwork- 
ers can qualify for the maximum, but annuities at half of taxable income taxed 
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on $400 per month would substantially increase the annuities received by the 
majority. However, rail employees would object to the tax increase if Congress 
failed to provide half of taxable income. 


RAILROAD RETIREMENT VERSUS SOCIAL SECURITY 


It is our understanding that the joint Senate and House committee appointed 
by President Truman to study our railroad retirement fund may study the 
possibility of making the railroad retirement system supplementary to the social- 
security system. Such a study was advised in 1948 by the Advisory Council on 
Social Security. Also, considerable discussion was had concerning the two 
systems during the Senate and House hearings in 1°51. 

Mr. Murray Latimer, former Chairman of the Railroad Retirement Board, had 
this to say: “In 1937 I thought it might be practicable to contemplate a single 
old-age insurance trust fund * * * into which both social security and 
railroad retirement benefit appropriations would be transferred. * * There 
is one way—and only one way—by which an industrial pension plan can be 
operated. * * * That way is to recognize that the general old-age and sur- 
vivors’ insurance system [social security] is the basic national system and to 
build, over and on that foundation, a supplemental structure, self-contained, 
appropriately designed to meet whatever specific needs exist.” 

We judge Mr. Latimer means that the Railroad Retirement Board could buy 
for us old-age and survivor benefits at a lower cost than the Retirement Board 
can provide under our present system, and we would therefore use the remaining 
taxes for additional benefits over and above social security. It would be similar 
to getting two retirement annuities. Also, the Retirement Board would not be 
eliminated? 

The question of social security has been quite taboo among rail workers for 
they fear they may be transferred to social security and only get these benefits, 
despite the high taxes we have paid into the retirement fund. This we definitely 
do not want. Possibly the railroads hope this might come true in order to reap 
greater profits at the expense of workers? 

Railroaders do not want to be transferred to social security “lock, stock, and 
barrel,” period. However, making railroad retirement supplementary to social 
security and retaining the Railroad Retirement Board may be another matter— 
that is, if it can be proven we will gain by such a combination. 

At this time, the pension conference neither supports nor opposes a combina- 
tion of the two systems until all the factors involved are studied and presented 
to the rail workers to vote upon it and decide for themselves. This could be 
done by having a national poll. 

The pension conference has said in the past, and we repeat again: “Do not 
reduce our taxes, and, instead, give us benefits comparable to same.” 

We therefore urge that any study of our retirement fund, or any change or 
combinations of retirement systems, be made in view of providing us with 30-year 
retirement regardless of age, at half pay based on our 5 years of highest earnings. 


ANSWERS TO CERTAIN OBJECTIONS RAISED BY RETIREMENT BOARD IN 1948 


We wish here to answer certain objections to 30-year, half-pay retirement 
made by the Railroad Retirement Board before the Senate Labor and Publie 
Welfare Committee in May 1948. 

1..“The Board does not believe, however, that taxes under the railroad retire- 
ment system should be increased at this time.” 

Answer: First, we feel no tax increase is necessary. However, if it is ab- 
solutely proven to be needed, we feel railroaders would not object to another 
1 percent increase, or instead, being taxed on $400 of monthly salary providing we 
got the 30-year, half-pay benefits. For whom, then, does the Board speak—the 
railroad bankers? 

2. Mr. William J. Kennedy said: “It is sufficient to say that the effect of this 
bill [30-year, half pay] would encourage men to leave the industry while still in 
good health, and at a relatively young age when their service to the industry 
would be most useful, and this the Board considers undesirable.” 

Answer: Evidently the Board wants us to retire when we have “one foot in 
the grave.” We say, retirement is to be enjoyed in good health. Average age 
for retirement under our 30-year plan would be between the ages of 58 and 60, 
a reasonable age to retire. In comparison, members of the Board can retire 
after 30 years of service at age 55, if they choose, nor have they objected to it 
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as far as we know The function of the Board is to concern itself with the ad- 
ministration of the act, and not to editorialize as to whether workers should 
retire in their late fifties while in good health. 

3. “It is highly undesirable to encourage excessive separations from the in’ 
dustry of workers whom the industry can ill afford to spare.” 
Answer! Pure rubbish An absurd argument in 1948, and more so today. 
I 232 339 rail workers have been laid off since June 1945. Moreover, rail- 
employ about one-hali the force employed in 1920. Complete dieseliza- 
n, expected within 15 years, or less, may abolish 45 percent of engine service 





vees alone rains will be tripled, road and yard crews will be cut, and 
e] oves n all crafts will be affected. Consolidation of railroads is mentioned 
again which wo throw unnumbered thousands out of work. 


1. The Board assumes many retiring after 30 years’ service regardless of age 


would see] tside employment and in years later collect two pensions. This is 


despite the fact that the average retirement age would be between 58 and 60 


Answer: We feel this is a theoretical assumption with little factual founda- 


tion. Thirty-year, half-pay retirement is intended to eliminate the need for 
retiri railroaders to seek other employment. There will be little inducement for 
a retired rail worker, untrained in a trade outside of railroading, for which he 


1g 
has given the 30 best years of his life, to compete at later years with workers 
in a new and different industry and craft for which he is untrained. 

This is generally true, we feel, especially when an employee can continue in 
rail employment if he so chooses since he has top seniority for choice runs or jobs 

Furthermore, employers are reluctant to hire an individual over 40 years of 
age so, eligibility and age requirements in civil service makes it almost im- 
possible for retiring railroaders to qualify for employment in that field 
ny rail workers question whether or not the Railroad Retirement Board has 
the authority to determine if a retired worker should, or should not, be able to 
earn a few pennies outside of railroad retirement, or even social security. 

Certainly there is no restraint from a retiring business executive from accept- 
ing another job or directorship in another company or industry. 

Retiring Government officials, and we pesume Members of Congress as well, 
and also retiring members of the Armed Forces are not forbidden to apply for 
other employment upon retirement as far as we know. Take General MacArthur 
for one example. Big headlines in the Nation’s newspapers acclaim the fact that 
he has retired on a $12,000 pension from the Army and has accepted a $100,000 a 
year job in industry. 

While all this is perfectly legitimate for business executives and others, it 
appears to be heresy, according to the Railroad Retirement Board officials, for 
a rank-and-file retired employee to augment his meager retirement annuity in 
order to purchase a few pork chops now and then. Certainly a retired individual 
cannot live in luxury on what he gets for a pension either under railroad retire- 
ment or social security, whether it be the average $95 per month or the maximum 
of $166.50 per month. 


CONCLUSION 


We have tried in our testimony to present to the members of the committee and 
Congress a picture of our retirement problems and what we actually need and 
want in additional benefits from the workers’ view. 

Representative Overton Brooks stated during the 1951 hearings conducted by 
the House Interstate Commerce Committee: “Few groups of workers in the 
Nation have contributed so much to the development of the country as have 
railroad workers, and certainly they deserve good pay and good retirement.” 

Representative Brooks has certainly “hit the nail on the head” and we therefore 
urge the Congress of the United States, our brotherhoods, and all others involved 
to actively support and to work for the enactment of 30-year retirement regard- 
less of pay, at half-pay based on the 5 years of highest earnings. 


Senator Dovanas. Mr. Wolverton. 

Representative Wotverton. No questions. 

Mr. Sorensen. Mr. Carter, the committee and staff, in making the 
study, has received a good deal of information on other organizations, 
and I wonder if it would be all right to ask you some questions about 
your organization. 
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Mr. Carrer. You may. 

Mr. Sorensen. According to your newspaper you are the national 
secretary of the Railroad Pension Conference. 

Mr. Carter. That is correct. 

Mr. Sorensen. Is that an elective or an appointive position ¢ 

Mr. Carrer. Elective. 

Mr. Sorensen. You were elected by the membership ? 

Mr. Carrer. Yes. 

Mr. Sorensen. Every year or every 2 years? 

Mr. Carrer. No. We didn’t realize at the time we started that there 
was going to be so long a period for remaining in existence, but it 


/ 


has been SO, and I hav * De 1 Ke Dt On as natio al Secret tary. 
Mr. Sorensen. What other officers are there in your organization ? 
Mr. CARTER. We lave a nairman. Ve have an editor of our 


bulletin. 

Mr. Sorensen. Would you sel d to us later the list of your oflicers 
and directors ¢ 

Mr. Carrer. I will. 

(The requested list was not submitted.) 

Mr. Sorensen. How large a membership do you have? 

Mr. Carrer. Our organization is a modest organization. We have 
about 5,000 members, as 1 have told previous committees. However, 
I would like to state that what we propose goes tar beyond the mem- 
bership of the organization, far beyond by thousands. 

Mr. SorensEN. Is the organization incorporated ¢ 

Mr. Carrer. No; it is not incorporated. 

Mr. SoreNsEN. Do you have a constitution and bylaws? 

Mr. Carter. We do. I will send them to you. 

(The constitution and bylaws were not submitted.) 

Mr. Sorensen. Do any oflicers draw a salary ? 

Mr. Carrer. No. There are no oflicers on salary, including myself. 

Mr. Sorensen. You do have membership dues ? 

Mr. Carrer. We do have membership dues, a dollar a year; how- 
ever, in some places instead of a person giving a dollar, they have 
taken up contributions among the men and have sent that to us, which 
was recently done. 

Mr. Sorensen. This goes for your newspaper and any other ex- 
penditures ¢ 

Mr. Carrer. That is right. All our expenditures come out of this 
dollar. 

Mr. Sorensen. Do you have a headquarters that the organization 
maintains ¢ 

Mr. Carter. We have no oflices, if that is what you mean. We have 
a post-oflice box where we receive mail. That mail comes to me. 

Senator Dove.as. Mr. Robert Byrnes, of the Railroad Pension 
Forum. Mr. Byrnes, could you limit your testimony to 10 minutes? 


STATEMENT OF ROBERT B. BYRNES, RAILROAD PENSION FORUM 


Mr. Byrnes. I think so, Mr. Chairman. 

This happens to be another one of those night-flying organizations 
that Mr. Leighty spoke about this morning. I was going to refute 
that statement, but then I remembered that Mr. Tom Stack, our presi- 
dent, flew to Ireland last week, so he is a night flier. 








104 RAILROAD RETIREMENT LEGISLATION 


Mr. Chairman and gentlemen of the committee, my name is Robert 
B. Byrnes, of 3 West Franklin Street, Baltimore, Md. I am an assist- 
ant engineer and have been in the employ of the Baltimore & Ohio 
Railroad Co. for more than 33 years. With headquarters in the 
general office building of the company at Baltimore, my work is sys- 
tem-wide and it takes me into 13 States of the East and Middle West. 

Since its establishment 5 years ago I have served as eastern regional 
vice president of the National Railroad Pension Forum, Inc. To this 
work I have devoted my spare time, without pay or remuneration of 
any kind, in the earnest hope that an honest and equitable pension law 
can be obtained eventually for the men and women working on the 
railroads in the United States. 

The National Railroad Pension Forum, Inc., came into being as 
spokesman for the large number of railroad workers who were aroused 
to indignation by the discriminatory and unfair Crosser amendments 
to the railroad retirement law passed by the Seventy-ninth Congress 
in 1946. The forum is headed by a veteran railroader, Mr. Tom Stack, 
whose sincerity, integrity, and singular devotion to the job of acquaint- 
ing Congress with the inadequacies existing in the present law, has 
won the deep respect and continued support of rank-and-file workers 
on 312 railroad systems. The high character of the president of the 
forum, and the fine reputation as good citizens enjoyed by his fellow 
oflicers and associates in the organization, has won the confidence of 
all thoughtful railroad workers. Thus we speak for those who work 
on the tracks, on the trains, in the shops, and in the many offices of 
the railroad companies of America. 

In the spring of 1951 I appeared before the committees of the 
Senate and House that were considering railroad retirement legis- 
lation and since then I have had an opportunity to speak to and hear 
from a great many railroad workers, annuitants, and railroad widows. 

Most of the increased benefits provided by amendments to the law 
since 1948 have helped those already retired. Younger employees, 
however, who will not be eligible for pensions for a long time, but 
will have to shoulder the high tax for many years, also seek changes 
in the law that will provide a pension plan with opportunities for the 
enjoyment of a few comforts when their labors on the railroads are 
finished. ‘The suggestion most frequently offered by men on the rail- 
roads all over the Nation is, “Let us retire at 60 years of age, after 
30 years of service, like the women can do, under the law.” 

Others ask for the privilege of being able to retire after 35 years 
of railroad service without consideration of age. This would bring 
much needed help to an increasing number of older men whose services 
have been terminated through substitution of Diesel power for steam. 
These are former roundhouse hands, coal handlers, and water tenders 
whose lives have been devoted to a form of labor for which there is 
no use in other fields. 

Many in this class live in small towns where opportunities for 
employment for unskilled workers over 55 years of age are very 
limited. Some of these men have had as much as 45 years of service 
with one company, yet have not attained their sixty-fifth birthday, 
and therefore cannot obtain their railroad pensions. ; 

To help these faithful servants of the transportation industry, it 
is suggested that the present railroad retirement law be amended to 


—— 
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allow these former railroaders, who have completed 35 or more years 
of railroad employment, to retire on full annuity. mH a8 

Many men and women working on the railroads feel that it is unfair 
to use their earnings during the years 1924 to 1931 as a basis for cal- 
culating their prior service coverage under the act. They find no 
equitable relationship between the purchasing power of the dollars 
they earned in those years and the inflated dollars of the present time. 
The recommendation of many of the railroad workers with whom I 
have discussed this feature is that the income of the highest 5 years 
since 1937, up to $300 a month, be used as a basis instead. In this way 
many would obtain annuities sufficient to allow them to retire and thus 
provide jobs for the younger workers seeking permanent railroad 
careers, 

Many retired railroaders are intensely interested in any action this 
committee will take and I know a lot who would like to attend these 
hearings and be allowed to tell you in their own words the desperation 
of their plights and how urgently they need larger incomes to meet 
the increasing demands of the present high cost of living. 

For a large number of men and women, whose coverage included 
only a few good wage years since 1937, the pensions were not large 
enough to meet the necessities of life. Fortunately, some of them 
were able to obtain jobs which added a little to their total incomes. 
From the wages thus earned, however, the required social-security 
tax was deducted. Many of these good persons welcomed the news 
that Congress had amended the railroad retirement law to provide a 
15-percent pension increase. Here was a chance to give up their extr: 
work and take a much-needed rest with a more realistic railroad re- 
tirement pension. But their disappointment was deep when it was 
learned that because of a social-security pension they would receive 
at some future date, they would not receive the 15-percent increase 
that they believed was granted to all sharers in the railroad retirement 
plan. These railroaders point out that they paid the railroad retire- 
ment tax and are therefore entitled to all the benefits granted to rail- 
road workers under the act. They are also paying the social-security 
tax and feel that it is only American justice that they are entitled to 
that which they pay for—a social-security pension when they retire 
at last. 

Other railroad annuitants who were receiving a social-security pen- 
sion check in addition to their railroad retirement check found that 
the Railroad Retirement Board reduced their railroad checks by the 
amounts of their social-security income, and that blow usually fell 
upon the very lowest paid pensioners. These persons also feel that the 
United States Government is dealing with them dishonestly since they 
and their employers both in railroad and industry paid the premiums 
for their old-age insurance, in the taxes that were withheld from their 
wages, and they feel that rightfully they are entitled to all the pension 
money due them under the two plans. 

Pathetic cases have come to my attention concerning the wives of 
railroad men who had been previously employed in industry and when 
they reached age 65 they were given small pensions by the social 
security system. Public Law 234, which was passed by the present 
Congress during its first session, granted spouse benefits to the wives 
of retired railroaders. This boom, it was assumed, was a much needed 
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benefit to be enjoyed by all who qualified by relationhip and years of 
age. However, as the measure was actually interpreted, if the spouse 
was already receiving a social-security pension, by reason of having 
contributed the tax to, the 
vension was deducted from 


~ 


} 


social-security system, the amount of that 
the spouse benefit check and only the amount of the difference was paid 


worked under the provisions of, and having 
1 


on « railroad retirement check. Again and again the poor unfortunate 
victims of this heartles policy ask why they are nol receiving the 
benefit the have hee n made to pay ror, I am frequently reminded 
tha were private insul nee companies to treat their policyholders in 


. I 
this dishonest manner the United States Government would put them 





ou ol eSS 

Phe onsidera umong widows of railroaders because 
of the 't that the be eligible under the present law for 
a pension until they “l age 65. Many of these are reduced 
to severe hardship because of the lack of training for work in the 
bi hes orld. I speak of those old ladies y ho had devoted their lives 
to the mmestic occupation of providing a comfortable home for 
rairoaders The urgent desire of persons f this group is that Con- 
gre ul d the railroad retirement law to permit them to obtain their 
pe it ag 60 instead of age 65, : sat pre sent. 

You : that railroad workers and the widows of rauilroaders seek 
a change to age 60 which would be uniform with the age when women 
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railroad workers are permitted to receive their railroad retirement 


Gentlemen, nearly a million and a quarter men and women who 
work on the railroad line of the United St ites, tovether with their 
families and friends hope that you will find a way to make their 
declining years a little easier, and as always in the past they will be 
very grateful for your kindness to them. 

Thank you. 

Senator Dovetas. Mr. Herlihy, do you have any questions to ask 
Mr. Byrnes? 

Mr. Herurny. Yes. Mr. Byrnes, will you forward to the committee 
a list of the names of officers of the organization ? 

Mr. Byrnes. I do not happen to have it with me. 

Mr. Hertrny. Will you forward it to the committee? 

Mr. Byrnes. I am a resident of Baltimore and regional vice presi- 
dent of the organization. The headquarters are in Chicago. Mr. Tom 
Stack, who is president, is at present overseas. 

Mr. Hertray. Do you have a staff in Chicago? 

Mr. Byrnes. The staff is in Chicago. It consists of a president 
and an advisory board. 

Mr. Herirny. Could you arrange for them to send us a list of the 
officers of the organization and also a copy of your constitution and by- 
laws if such exists? 

Mr. Byrnes. Yes, sir. 

(The requested list of officers and the constitution and bylaws 


follow: ) 
OFFICERS OF THE NATIONAL RAILROAD PENSION Forum, INc. 


Thomas Stack, president, 1104 West One Hundred and Fourth Place, Chicago. 

H, L, Stahl, executive vice president (CCMStP&P), 1620 North Newcastle Avenue, 
Chicago. 

Bert Beedy, vice president (CRI&PRy.), 10632 South Peoria, Chicago. 








RAILROAD RETIREMENT LEGISLATION 107 


S. J. Stevens, vice president (Pullman), 5840 South Fairfield Avenue, Chicago. 

P. W. Brandley, vice president (Penn. RR), 610 Union Station, Chicago. 

un Budzien, vice president (CMStP&P), 5915 North Maplewood Avenue, 
Chicago. 

Art. Hartman, vice president (Erie RR), 1915 South Tenth Avenue, Maywood, Ill. 

W. F. Kirchhoff, vice president (C&KNW RR), Room 1122, 400 West Madison 
Street, Chicag 

R. A. Nack, seecreta treasurer (EW&IB), 10621 South Sangamon, Chicago, : 

Walt Sands, Research and Publicity (EW&IB), 1421 East Marquette, Chicago, Il. 


I 0 DIRE rORS 

Frank Augi ne (CMStP&P), 2432 South Gi \ e, Berwyn, I 
George Baldwin (W. T. L.), 1123 East Eighty-first Street, Chicago, IIL. 
kmery D. Bearden (CB&Q), Ro 1300, 547 West Jackson, Chicago, I 
R. B. Bentall (Ill Cent.), Dixie Highwa d Liolbrook Road, Homewood, IL. 
Thomas Durkit KI&E I \ se I ( I 
Anthony Marino (G. T. W.), 105 West Adams Street, ¢ i [11 
Geo. J. Rakow (NYC), 67268 Cor ( Oo, I 
O. J. Wileox (Ill. Cent.) 7D ( elten ; e, 4 », Il 
Roy E. Youngs (NYC), 7396 Luella Ave ie, Chicago, Ill 

G I ( PRI Ss 


Robert Byrnes (B&O), 3 West Franklin Street, Paltimore, Md. 
E. E. Esealle (S. P.), 511 Hillcrest Boulevard, Millbrae, Calif. 
R. J. Goode (Sou.), P. O. Box 2269, Knoxville, Tenr 

Fr, A. Ross (M&StL), 111 East Franklin Avenue, Minneapolis, Minn. 
Harry Warner (S&A) (retired), Box 300, Savannah, G 

W. E. Young (T&P), 304 T & P Building, Dallas, Tex. 


ADVISORY BOARD 


ik. W. Berg (GTW), 9382 Rutland, Detroit 28, Mich 
J. A. Bodine (retired, C&O), Post Office Box 1242, Wilmington, N. C. 

C. L. Burpee (ACL), 4 East Bay Street, Jackso1 

A. W. Deatrick (AT&SF), 606 Santa Fe Building, Topeka, Kans 

W. F. Fennimore (Pennsylvania), 1405 West S enth Street, Wilmington, Del. 


l e 


Charles Gazzo (CGW), 311 Columbus Avenue, Des Mo s, lowa 

I. M. Gorman (SAL), 401 May Street, Cedartown, Ga 

Mrs. Gertrude Hill (P&N), Post Office Box 480, Charlotte 1, N. C. 

C. W. Hancock (C&NW), 515 Reynolds Building, Win i-Salem, N. C 
R. F. Jacobs (LI), 94 Laurel Road, Lindenhurst, Long Island, as 


E. Klingman (Pennsylvania), 824 Pennsyivania Station, Pittsburgh, Pa 

Theodore Lucas (GT), 233 Broadway, New York 7, N. 

W. J. McCloskey (IC), 324144 East Broadway, Centralia, Il. 

O. R. Newhouse (PE), 1151 East Third Street, Long Beach 12, Calif 

Charles J. O’Connor (Pennsylvania), 275 Southwood Avenue, Columbus, Obio 

M. E. Olson (SI), 3833 Normandie Street, Spokane, Wash 

L. D. Overacre (NKP), 6826 Palm Avenue, Bell, Calif. 

J. A. Sloane (NYC), Room 1459, 466 Lexington Avenue, New York 17, N. Y. 

W. R. Snell (Pennsylvania), Room 907, North Thirty-second Street, Phila- 
delphia, Pa. 

Benjamin G. Thomas (N&W), Freight Traffic Department, Norfolk & Western, 
Roanoke, Va. 

H. G. Wedemeier (L&N), 500 Louisville & Nashville Building, Louisville, Ky. 

R. G. Williams (Monongahela), 406 Merchants Bank Building, Indianapolis, Ind. 

George W. Witt (CUT), 1626 Crittenden, South Hills, Covington, Ky. 

C. H. Yaple (retired, PE), 5927 North Howland, Temple City, Calif. 





By-Laws or NATIONAL RAILROAD PENSION Forum, INc. 


Duties of officers and advisory board members of the National Railroad 
Pension Forum, Inc.: 
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SECTION A, PRESIDENT 


1. It shall be the duty of the president to preside at all regular and special 
meetings; appoint all standing and special committees; receive all matters 
presented by members of the executive branch, regional vice presidents, or ad- 
visory board for consideration of the organization, and make assignment of any 
subject to proper committee. 

2. He shall jointly sign all checks with the secretary-treasurer or executive 
vice president or chairman of the finance committee. 

3. He shall secure additional membership for the organization by actual 
contact, and make reports from time to time. 

4. He shall also attend and appear at hearings in Washington; make neces- 
sary contacts and file briefs for hearings. 

5. He shall attend to all official business where personal contacts are necessary. 

6. He shall have supervision over the offices of the organization and authority 
to call to account any officer delinquent in duty. 


SECTION B, EXECUTIVE VICE PRESIDENT 


1. It shall be the duty of the executive vice president to preside at all meetings 
in the absence of the president. 

2. He shall also act in the capacity of any other officer absent from the 
meeting. 

3. He shall jointly sign all checks with the secretary-treasurer, president, or 
chairman of the finance committee. 


SECTION C, VICE PRESIDENTS 


The vice presidents, in accordance with their senority with the organization 
shall act in the absence of the president and the executive vice president. 


SECTION D, SECRETARY-TREASURER 


1. It shall be the duty of the secretary to keep the minutes of all regular 
and special meetings and be custodian of the records. 

2. Issue calls for meetings other than committee meetings. 

3. It shall be the duty of the secretary-treasurer to receive all moneys for 
the organization, which shall be deposited in reliable banks as recommended by 
the finance committee. 

4. Make payments of regularly authorized expenditures by check, counter- 
signed by authorized officers. 

5. He shall furnish a detailed financial statement at the first regular meet- 
ing of each month and an annual audited financial statement not later than 
March 1 of each subsequent year. 


SECTION E, PUBLIC RELATIONS DIRECTOR 


1. It shall be the duty of the public relations director to edit Rail Pension 
News, to be issued at the request of the executive branch. 

2. He shall furnish data and exhibits in support of forum bills both in the 
House and Senate. 

3. Appear in Washington to support with facts and figures such bills when 
authorized to do so. 

4. He shall enlighten our members on all retirement and pension legislation. 


SECTION F—DUTIES OF ALL 


1. It shall be the duty of our executive branch and members of our advisory 
board, including our regional officers, to secure new members and renewal of 
membership where and whenever possible and bring to the attention of the 
president any suggestions made for the good of the order. 

These bylaws may be amended by a two-thirds vote by ballot of the members 
of the executive branch which change must be docketed by the secretary. 


SECTION G, QUORUM 


A majority of the executive branch must be present in person or by proxy to 
constitute a quorum at a regular or special meeting. 
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Regular meetings.—Procedure of regular meetings: 
1. Reading of minutes 
2. Secretary-treasurer’s report 
3. Reports of standing committees 
4. Reports of special committees 
>. Unfinished business 
New business 
Copies of this instrument shall be sent to all members of the executive branch, 
regional vice presidents, advisory board, and any member on request 
Approved at Chicago, Ill, on this 27th day of February 1951, at regular 
meeting. 


CONSTITUTION 


ARTICLE 1 


Name of organization: National Railroad Pension forum, Ine. 


ARTICLE 2 


Purpose: To create and establish a national, nonprofit, educational and select 
group of rank-and-file railroad employees to check, advise, and disseminate 
legislation on rail pensions and annuities for its members and affiliates through- 
out the country. 

(a) To recommend to Congress passage of suitable legislation adopted to in- 
crease the benefits and limit the cost of railroad employees’ pensions and an- 
nuities under the Railroad Retirement Act, and amendments thereto. 


ARTICLE 3 


The executive branch of this organization shall include a president, an execu- 
tive vice president, six or more vice presidents, secretary-treasurer, public rela- 
tions director, and in addition thereto a board of directors—not more than 12 
members—which officers and members will have complete jurisdiction over the 
activities of the organization. 

Officers of the executive branch shall be elected by a majority vote of the 
executive branch either in person or proxy at a special meeting called for this 
purpose and will serve in the capacity elected quadrennially, and will hold office 
until their successors are elected and duly qualified. 


ARTICLE 4 


The advisory board shall consist of resident and nonresident active members 
throughout the United States who have given their time and effort to promote 
the interests and increase the membership of this organization. They shall be 
elected by a vote of two-thirds of the members of the executive branch in regular 
meeting session. 


ARTICLE 5 


The national headquarters of the organization shall be in Chicago, Ill., county 
of Cook, in which State they now possess charter. 


ARTICLE 6 


It shall be the purpose of the executive branch to establish units or divisions 
of the parent organization in any town or State in the United States, and the 
executive branch shall have the power to employ statisticians, economists, re- 
search directors, organizers, and all necessary help to enable them to conduct the 
business. 

ARTICLE 7 


Each unit or division throughout the country shall, if desired, elect and have 
its own group of officers—exclusive of the executive branch—which shall con- 
sist of chairman, vice chairman, secretary-treasurer, and three trustees, and 
any and all committees appointed by said chairman necessary to function in con- 
nection with their official capacity. Such officers to be elected yearly by a ballot 
or vote of the rank and file of their membership. 


26545—53——_8 
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ARTICLE 8 


Membership in this organization will be $1 per annum per member. Fiscal 


vear starting January 1. This amount will be turned over to the secretary- 
treasurer, who will issue membership cards from the Chicago office. Units or 
divi ns may add a nominal charge for their operation expense not to exceed 
one additional dollar ($1). 


ARTICLE 9 


It shall be the duty of all members to report any undesirable prospect from 

i 04 e membership in this organization, and the executive branch will 

e the wer suspend any undesirable member on proper proof of conduct 

inbecs ! member in good standing. Such suspended member shall, at his 

discretion e a trial either by local unit, or his case will be passed upon by 

the exe ve branch 

Phe ecutive branch will also have the power to change and/or amend is 

1 v two-thirds vote by ballot of the members of the executive branch 

in person or by proxy, after readil the proposed change at two consecutive 
eeiiny hich change is to be docketed by the secretary. 


M Herutmny. There is just one more brief question I want to ask 
you, Mr. Byrnes. One of the main things I see your organization is 
han proning 1s retirement at age 60 after 3\ years’ service, 

Mr. Byrnes. That is right. 
Mir. Hernuiny. Mr. Schreiber this morning made a cost estimate on 


t it part ilag amendment which would be in the nel@hborhood of 
$200 million a year. Does your organization have any suggestions to 


make as to where the railroad retirement system can find the amount 
of n oney necessary to carry out that plan ? 

Mr. Byrnes. I have no personal suggestions and I do not think the 
organization has. If the committee intends to have further hearings 
or to continue to study further, it is very possible that our advisory 
board in Chicago could debate the matter and send some suggestions 
along that line. 

Mr. Hertmiy. I see. I thank you. 

Senator Dovetas. Thank you very much. 

Has Mr. Reagh come into the room ? 

( No response. ) 

Senator Dovetas. I will submit for the record a statement prepared 
by Mr. Stack, who is president of the Railroad Pension Forum. 

(The prepared statement of Thomas Stack referred to is as follows :) 


TESTIMONY OF THOMAS STACK, PRESIDENT, NATIONAL RAILROAD PENSION Forum, INc. 


Gentleman, my name is Thomas Stack. I am president of the National Rail- 
rgad Pension Forum, Inc., with headquarters at Chicago, Ill. This is a rank 
and file organization of railroad employees the largest of its kind in America, 
with membership on 312 railroads and affiliated bureaus. We are chartered as 
an educational group, a legislative body to improve our Railroad Retirement 
Act, and to secure for the employees and their families financial security and 
in our role as a protective committee are guarding the most important dollars 
in their lives. I have been working for the past 4 years full time for the 
Pension Forum, but had some 38 vears service with the rail lines, and will one 
day myself be a beneficiary of our railroad retirement system. 

Intismuch as we specialize as a rail pension group we receive thousands of 
complaints regarding the many injustices of our retirement system, and at all 
times have our hand on the pulse of the rail worker. The sentiment today with 
all rail workers is the fact that they feel they are paying much too high a tax 
for the meager benefits they receive and they justly feel that if they are to 
maintain one of the highest pension rates in the country they should have a 
pension system second to none, and framed to meet the many hazards of their 
industry. The sum of 12% percent of earnings up to the maxima of $300 per 


ain 
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month is being paid by each employee into this system. Fifty percent of this 
tax is borne by the employer. I take the liberty at this time to speak the views 
of those employees and will try and give you a synopsis of their needs and the 
solution to the problems confronting all of us. 

1. We want retirement after 30 yeurs of service at age 60 years or with 35 








years of service regardless of age, retirement not compulsory. If we are to 
have a retirement system, measured to take care of the hazards of the industry, 
then this is a vital problem which has presented itself and I will try and show 
you why this is considered “must” legislation insofar as Congress is concerned. 
We have thousands of our rail workers today out of employment due to the 
changing over from steam to Diesel power by the railroads. Whole departments 
mostly in shops are being wiped out Less-than-carlot freight is being curtailed 
causing great unemployment in all branches of rail service. Rail jobs are being 
abolished wholesale to relieve ti nancial pressure on the railroads. We have 
railroad employees with anywhere from 25 to 40 vears of walking the 
streets, too young to quality ior } sions under our resel 1 and yet 0 
old to secure other employment Many in this ela have their unen 

ployment insurance, spent the savings, sold their war | and some today 
have been tinancially reduced so that they are forced to become wards of our 
charitable institutions. These are all good Americans living in the land of plenty, 


who by mitigating circumstances are left destitute after 


r giving the best years of 
their lives to an industry that has been recognized as the pioneer bu 


lder of this 
country. Every possible effort should be exerted at this time to at least give 


those poor souls a little sunshine in their declining years 

The average age of retirement today is 68 years, and many advance this data 
to support their objection to earlier retirement, but the facts are that our 
retirement system is still inadequate to permit those employees to retire and live 
anywhere within the standards of the present economy, as the annuity they 
would receive scarcely provides subsistence levels. All railroad employees who 
retire prior to 1967 will have to call on prior service credits to determine their 
annuity, and those credits are based on the average earnings for the period 1924- 
31, which covered the depression years when some employees only worked a few 
days per week, many only a few days a month, and if they did work full time 
those years have no relation with the present economy and are an anchor in 
reducing the annuity for all railroad employees and the method should be dis- 
continued. As a substitute for this feature we recommend that the five highest 
years be used in lieu of this 1924-31 period when prior service credits are re- 
quired to establish a pension basis. 

2. Under the application of Public Law 234 established in the first session of 
this Congress we found a great disappointment by many of our retired workers 
who took literally the fact that they would receive additional railroad retirement 
benefits only to find that this law was detrimental in view of the fact that they 
had answered their country’s call, and while unable to get into the Armed Forces 
did secure employment in some of the war plants. Many of them are still work- 
ing, have never requested social security benefits but still receive a reduced pen- 
sion from the Retirement Board just because they have the required quarters of 
coverage under social security to entitle them to social security benefits when 
they make application therefor. I would like to differentiate on some of the 
confusion and misinterpretations made on this subject. I will illustrate my 
remarks with the following concrete cases to support same. I will be glad to 
give any further details you may desire. 


SUBJECT 


Mr. X was receiving prior to the amendments of 1951 a rail pension of $90.38. He 
also was receiving social security of $48.10. He felt that his wife who was over 
65 years old was entitled to the spouse benefits under Public Law 234 and filed for 
same. In April 1952 he was notified by the Board that although his pension 
was not increased 15 percent that they had overpaid him $177.24 and show the 
following figures : $90.38 increased 15 percent to $103.94 from this they deducted 
his social security as he was a recipient of $43.10 each month. This reduced 
his rail pension to $60.84 and his wife was entitled to half this amount $30.42; they 
advised that they overpaid him $177.24 and this amount would be withheld from 
his wife’s reduced check until satisfied. I feel under the law that this man 
should have received his rail pension and social security in full and his wife 
should have received the spouse benefit in full or $40 a month additional. Let 
me quote parts of the law involved. 
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Section 7, subsection (b), of section 3, last paragraph, reading as follows: 

“Provided, however, That, in the case of any individual receiving or entitled 
to receive an annuity or pension on the day prior to the date of the enactment of 
this paragraph, the reduction required by this paragraph shall not operate to re- 
duce the sum of (A) the retirement or annuity or pension of the individual, (B) 
the spouse’s annuity if any, and (C) the benefits under the Social Security Act 
which the individual and his family receive or entitled to receive on the basis 
of his wages, to an amount less than such sum was before the enactment of 
this paragraph.” 

While Public Law 234 did not remove the applicants of dual benefits from 
the provision of this law, it was very specific that those benefits continue, but 
did not allow them the 15 percent increase in rail pensions or annuities where 
they were the recipients of both acts. 


SUBJECT 2 


Again we have another class of those employees retired under their rail 
pension who were able to procure jobs covered by the Social Security Act, 
some of those were former rail employees who went into business ior them- 
selves and were forced into social security by the amended H. R. 6000 covering 
self employment. It has been an established fact that the average rail man 
and his wife under the average pensions could not subsist and had to supple- 
ment same with some additional work and is now being penalized for his 
thrift. A large portion of those employees had sufficient coverage under social 
security to entitle them to social security prior to the enactment of Public 
Law 234, but never claimed any benefits, still the Retirement Board despite the 
application as referred to above refused to allow them the 15 percent increase 
awarded. The Social Security Administration lays down specific provisions 
before one is entitled to social security benefits. One is that the employee to be 
covered must be over 65 years, they must have contributed to the act, they must 
have the required quarters of coverage and must make application therefor. 
The Railroad Retirement Board is more interested in conserving funds than 
in giving benefits, they advise that the applicant does not actually have to re- 
tire and collect benefits from social security which they are entitled to and 
have rendered decisions to the effect that those who have the required coverage 
are not entitled to the 15 percent increase in their rail benefits, although the 
Social Security Administration provides that one must make application for 
same before being entitled to benefits. This is a direct conflict between two 
Government agencies that should be passed’ upon by the committee of study. 

We disagree with the thinking of those who profess to know when they state 
that both social security and rail retirement carries prior service credits before 
taxes were collected from the employees to support the taxing provision of both 
acts. I attended all hearings on social security, and this act was created more 
to observe the needs of the employees than on service performed. We admit the 
Railroad Retirement Act did give credit for service performed prior to January 
1, 1987; but take this concrete case: A man retired from the New York, New 
Haven & Hartford Railroad in 1937, 41 years’ service, received his company pen- 
sion based on 30 percent of his earnings plus 41 percent increase for his 41 years 
of rail service. This is the rail pension given to this employee prior to the enact- 
ment of the Railroad Retirement Act, effective January 1, 1937. This asset was 
later taken over by the Retirement Board when the corporate pensions were trans- 
ferred to railroad retirement accounts. He received the 20-percent increase in 
his pension in 1948, but did not receive the 15 percent granted November 1, 1951, 
because he was forced by conditions outside of his control to supplement his 
pension with earnings froin other labor which was covered by the Social Secu- 
rity Act. This man is still working for social security and received no benefits 
from the recent rail retirement legislation enacted. Had this man been able to 
secure employment with the Armed Forces or with the Railroad Retirement 
Board, he would have received his 15-percent increase in rail pension plus addi- 
tional pension from the Armed Forces or the Civil Service Commission when he 
severed connections with those organizations. It is only those who worked in 
industry covered by the Social Security Act that are penalized under the dual 
provision of the Railroad Retirement Act. Such action could be expected of a 
totalitarian government, but is not in accord with our democratic principles. 
We recommend, therefore, that all restriction of dual benefits under railroad 
retirement and social security be eliminated when a rail worker reaches the age 
of retirement and that he receive a rail pension; this is guaranteed to the em- 
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ployee under the Railroad Retirement Act. There are no specifications as to 
how he may use this annuity or how many years he should live to enjoy it. 

If later, on account of the smaller buying power of the dollar, his annuity is not 
sufficient to provide him with the necessities of life, and if he is fortunate enough 
to be able to secure some little employment, he should not be penalized in any 
way for his thrift, especially at the present time when so many of our retired 
workers are helping out with the war effort. We further believe that it would 
be held unconstitutional to collect additional taxes from retired railroad em- 
ployees under the social security system and then have the benefits later reduced 
from his railroad retirement pension, leaving him no better off than he was 
prior to employment in industry covered by social security. 

In order to overcome this evil and injustice under our present retirement law, 
we would recommend for consideration by the committee of study, that social 
security be used as a base and same be supplemented by a railroad retirement 
pension. We propose that railroad retirement buy social security for each worker, 
just the same as they would buy an insurance policy, at not more than 3 percent 
of the employee's salary, not to exceed $3800 per month, and use the other 9% 
percent railroad tax to improve the rail pension and bring same up to the stand- 
ards necessary to maintain those retired workers in the present economy. I 
recently talked with a well-known actuary in Washington who participated in 
the steel pension set-up, also the miners’ pensions and other established pensions 
in some 125 industries, and in each case social-security was used as a base which 
was supplemented by a company pension, all of which exceeds the benefits our 
present retirement system has, the latter seeming antique in the present economy. 

When the Railroad Retirement Act was established in 1987 we were confronted 
with a very acute financial angle, so the Government loaned the railroad retire- 
ment account some half billion dollars to get the system in operation (this money 
has been paid back). The Retirement Board took on some 48,555 retired em- 
ployees under the corporate retirement roll of the carriers who maintained a 
pension system and gave them a pension. In order to make provision for this 
obligation, projections were made over a 50-year period in which estimates of 
reserve and obligations were mentioned. None of those actuarial measurements 
were within millions of coming up to the predictions of those actuaries. For 
example, we were supposed to have 2% billion in our reserve fund by 1962, 
whereas we already have today over this amount in the reserve fund, in fact, right 
now we have close to 3 billion in this reserve fund, and yet some of those “scare 
artists” will talk about the solvency of the fund. 

It would seem more practical in this present economy if our present financial 
structure were overhauled and the theory of funded indebtedness be abandoned. 
Many of our large municipal pension systems have already abandoned the theory 
of building up huge reserves, which has been provided in existing statutory re- 
quirements for financing those funds and have gone on a pay-as-you-go plan so 
that they will be in a position to help those on pegged income known as a pen- 
sion in this period of economic instability. If such a plan were adopted we 
would then have closer relations between income and disbursements and could 
readily determine the available cash on hand for any additional benefits re- 
quired. Now we have to refer to actuaries who base their conceptions on esti-» 
mates in order to give advice as to the financial soundness of any subject to 
improve our retirement system. In all cases those estimates fail to provide 
for the expanded economy, that is, increase in payrolls, increase in employment, 
and other angles subject to change to meet country-wide conditions. Today 
we have labor putting in escalator clauses in labor contracts. We understand 
that the social security is trying to apply those clauses to the present social 
security to meet the lower buying power of the dollar. We on the railroads must 
have a system second to none that can meet with every emergency and as long as 
we do not stabilize our currency we must have a retirement system that will at 
all times protect those who are on pension and unable to help themselves. Our 
aim today is to achieve for our fellow employees and their families financial 
security, and in our role as a protective committee are guarding the most im- 
portant dollars in their lives. We recommend therefore that the semifunded 
basis which was used of necessity when the act was created be abandoned and 
a more up-to-date financing be provided under our present financial structure. 
Railroad employees feel that their retirement system is elastic enough so that 
when they become disabled in their regular job that they will receive a disability 
pension. Many of this class of employees are unable to carry on with their reg- 
ular work; if and when they take sick leave they are told by their physician that 
they must cease the type of employment that has been their occupation while 








114 RAILROAD RETIREMENT LEGISLATION 


with the rails, such as an engineer whose kidneys are affected and cannot stand 
the jarring required in his work. Others are those who must live in another 
climate to preserve their health; to get employment at present in another craft 
is impossible under brotherhood regulations, still the Retirement Board refuses 
to give them a disability pension and in many cases the physicians at the hos- 
pitals operated by the rail companies refuse to permit them to return to their 

ned work, while the Retirement Board is interested in saving funds more 
than in applying benefits, refuse to give those employees a disability pension. 
Ss tructions should be available both for employees and the Board that 
would clarify this situation, and permit those employees to get disability pen- 
sions when they are unable to carry on in their regular assigned work on the 
advice of the physician representing the railroad company. 








We know of a nuinber of employees at present retired who worked after the 
age of 65 years and under Public Law 234 were to get additional credit for the 
a | years on which they paid taxes into the account. In certain instances the 
pensioners’ annuity was actually reduced on account of this process, which is 
due to the fact that the e1 pbiovees received less compensation for their services 

er ining the age of 65 vears than they did prior to attaining the age of 
65 years and again the Retirement Board actually reduced their pension. I 
v d submit to the committee at this time the thought that any employee who 
] vorked afte t ni age of 65 years should get additional credit for 
sery pel ed but 1 than they would receive had they retired at the 
age of 65 years, t the purpose of Public Law 234 that it should be 
used the antonym of benefits. In other words, the retired employee should have 
the alternative of getting his annuity on the higher basis predicated on the prior 
and subsequent earnings at the age of 65 years. 

The Railroad Retire nt Act was formulated to take care of the hazards of 
that industry, so we have a large number of employees at present on a disability 
pension who are well under the retirement age of 65 years. Some of these men 
have been married for years to women much older than themselves and when 
th tvpe of spouse reaches the age of 65 years she cannot receive the spouse 


benefits until her husband, already a beneficiary of a disability pension, also 
reaches the age of 65 years. If the wife is 5 vears older than her husband she 
would not be eligible for the spouse benefit until she reached the age of 70 vears 
or when her husband attained the age of 65 years. H. R. 6228, sponsored by 
Congressman Rees, is now pending hefore the Committee on Interstate and For- 
eign Commerce of the House to eliminate the discrimination relative to this 
feature 

January 1, 1952, has seen the operation of the Railroad Retirement Act for 
some 15 years: we now find that the amount in the so-called reserve fund is 
equivalent to the amount paid out in benefits during the same period. Our 
Retirement Board, which is interested in a bureaucracy at the expense of the 
employees, always maintains that in the past 5 years benefits have been dou- 
bled: in other words, over $1 billion were expended in benefits during the first 
10 years of operation, when approximately another billion dollars were ex- 
pended in the last 5 years; however, they have failed to point out that the taxes 
collected in the last 5 vears exceeded by S897 million the taxes collected in 
the prior 10-year period, as prior to the 1946 amendments the average tax rate 
since inception of the act was 3 percent on the employee, whereas it is now 614 
percent matched by a similar contribution by the employer, or a total of 12% 
percent, which is one of the highest pension tax rates in the country and all 
employees today in active service feel that they are either paying too much for 
what they are to receive or receiving too little for what they pay. Some of our 
employees think they have ample protection from the cradle to the grave while 
employed by the railroads, only to find that they have been disillusioned on some 
technicality when they have to call for benefits under the act. Congress should 
exert their authority over the Retirement Board so that this agency will be 
more interested in the proper application of the law in the interest of the rail 
worker and not for the purpose of trying to find some ways and means to de- 
prive those rail workers of benefits because of some technicality in the act. 

Love and charity today are something we cannot despise and are virtues that 
money cannot buy. Shakespeare tells us “The evil that men do lives after them, 
the good is often interred in their bones.” I know that each of you distinguished 
gentlemen will try and follow the divine doctrine by your love for your fellow 
man, the rail worker, and in your position of trust will agree unanimously in 
creating a Railroad Retirement Act that will be appropriate and fair to those 
on retirement and be an incentive to those who are making railroading their life 


dow. 
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work, so that they too can enjoy a little sunshine when they no longer can carry 
the burden of labor and that they will look forward to retirement instead of 
dreading it as most of us do at the present time 

I thank you gentlemen for the privilege of appearing before you. I have 
dedicated the rest of my life to this worthy cause and I want to assure you that 
I am doing God’s work in trying to help the poor railroad individual, which in- 
dividual is unable to help himself. 


Senator Doveras. I also submit for the record a memorandum sub- 
mitted by Mr. James L. Cosgrove, president, Railroad Emplo 
National Pension Association 

(The memorandum referred to is as follows :) 


5 
vees 


DISCUSSION AND SUGGESTIONS RELEVANT To MITIGATING THE INEQUITIES EMBODIED 
IN THE RAILROAD RETIREMENT ACT OF 1937, AS AMENDED, OcTOBER 30, 1951 


Example: Mr. Smith entered railroad service at the age of 20. At the age of 


66, after 46 years of continuous railroad service, he retires and alifles to receive 
a railroad retirement annuity in December 1951 in the amou f $115.92 monthly. 
In January 1952 Mr. Smith’s wife attains age 65 and qualifies for a spouse’s 
annuity equivalent to one-half of her husband ty, but not to exceed $40 





a month Total monthly annuity received by th and his wife, as ol 


January 1952, is $155.92 


Mr. Smith procures a job covered by Social Security Act in January 1952 
He works throughout 1952 and 1955. On the 1 3 of 1 service he is entitled 
to a social-security old-age benefit of $57.50 a 1 nth Havir attained ace 65, 


Mrs. Smith is qualified to receive one-half of her husband's social-security benefit, 
or $28.75 monthly. 


Under the Railroad Retirement Act, Mr. Smith and his wife qualify t 
receive a monthly benefit of $155. 92 
Under the Social Security Act, Mr. Smith and his wife qualify to receive a 
monthly benefit of aha 86. 25 
Total benefit Mr. Smith and his wife qualify to receive from both 
laws should be 242. 17 


Section 3 (b) (8) of the act provides, Mr. Smith having worked at a job 





covered by the Railroad Retirement Act and a job covered by the Social Security 
Act, the railroad retirement annuity is reduced equivalent to the benefit he is 
qualified to receive from social securit $115.92 (railroad retirement annuity) 


minus $57.50 (social security annuity) =$58.42 (reduced railroad retirement 
annuity). Since Mr. Smith’s railroad annuity cannot be less than he would 
receive on the basis of his railroad service after 1936, the reduced railroad retire- 
ment annuity is increased from $58.42 to $64.17. Mr. Smith, after this reduction, 
will receive $64.17 (railroad retirement annuity) plus $57.50 (social security 
benefit), or $121.67. Before this merger, he would have received from railroad 
retirement plus social security $173.42. This merger results in a reduction of 
Mr. Smith’s monthly security of $51.75 

Under the provisions of the Railroad Retirement Act, Mrs. Smith is qualified 
to receive a spouse’s monthly annuity of $40. Because of this merger, she re- 
ceives, as a spouse’s monthly annuity one-half of her husband’s reduced rail- 
road retirement annuity, or $32.09. This results in a reduction in her annuity 


of $7.91. 


Before this merger, husband and wife would have received from rail- 
GE POCONO Gus ws doenieecegen ss cocci ree a ei eh Ti 


“ - > - $155. 92 
Before this merger, husband and wife would have received from social 





security ._~~ seaside asap eh etude deecsan tn Alameda hd ecmanaiteatael ee: igen 86. 25 
Family monthly income from both laws___--__--_-____-_____.._-- 242.17 
Merger reduces family monthly income to_-__.__~-- Cs cececea achaiadeae as a ae cun oe 
Family monthly loss in income because of this merger._________ 59. 66 


In our opinion, section 3 (b) (3) of the act discriminates against railroad 
employees who have been working under the Social Security Act, also their 
wives. It singles out certain employees and their wives and discriminates against 
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them in favor of civil-service and municipal employees. It deprives railroad em- 
ployees of certain annuity rights, which have heretofore been fixed by law. 


PROTECTION UNDER PREVIOUS LAWS 


On August 29, 1935, the Congress enacted the Railroad Retirement Act. Said 
act permitted an employee, after receiving an annuity, to work at a job not 
coming under the coverage of the act. If this employment subsequently paid 
him an annuity, it would not affect the railroad annuity. The act of 1935 was 
amended by the act of 1937. This act and all subsequent amendments thereto 
did not provide for the reduction of a railroad retirement annuity where an in- 
dividual was the recipient of other annuities from whatever source. Railroad 
employees desired this additional security, and the law for 15 years permitted 
them to acquire it. Because of economic conditions, many were compelled to 
take advantage of it. Living on fixed incomes, confronted with inflationary 
prices, many were coerced in the interest of survival and to save their homes to 
seek additional security. 


PRIOR SERVICE DISCRIMINATION 


We urge the committee to consider that the prior-service annuity of railroad 
employees who come under the civil-service retirement system or a municipal 
system is not impaired. Therefore, we can see no justification for reducing the 
railroad prior-service annuities because of work under social security. 

Our contention is that if security was the paramount issue in amending the 
act, then only security should have been considered. If something else was con- 
sidered, then there was no basis for it. We recommend this provision of the act 
be repealed or modified to cover those who work under social security subsequent 
to January 1, 1953. 


WIDOWS’ SECURITY IMPAIRED 


Under the act as amended in October 1951, if a widow is entitled to a social- 
security benefit and a widow's annuity under the Railroad Retirement Act, her 
railroad retirement annuity will only be the amount by which it exceeds the 
social-security benefit. As an example: A widow is qualified to receive $55 a 
month under the Railroad Retirement Act and, under the Social Security Act, she 
qualifies to receive $40 a month, or $95 from both laws. She now receives $40 
from social security and only $15 from railroad retirement, or $55 from both 
laws, a loss of $40 a month. 


ACT DISCRIMINATES BETWEEN WIDOWS 


If a railroad employee had worked at a job covered by the civil-service retire- 
ment system, as many have and are now doing, his widow would receive full 
benefits under both laws. We believe this provision is discriminatory and 


should be ¢ radicated. 
HUSBAND PAID FOR HER SECURITY; WHAT JUSTIFIES THIS BARRIER? 


A widow receiving a widow's annuity under the act, such annuity is discon- 
tinued if she earns $50 a month or more. The maximum widow's annuity is 
inadequate We believe it is inequitable and an arbitrary provision to deprive 
a widow of her meager annuity because she is fortunate to earn $50 a month. It 
is coercing her to live a substandard of living, resulting in no one being benefited. 

We recommend the act be amended to permit her to earn $100 a month 
instead of S50. 

In the interest of the security of all railroad employees and their families we 
urgently request and thank the committee for their consideration of the proposed 
changes in the act. 

Senator Doveras. If there are no further witnesses, we will stand 
adjourned. We will probably hold additional hearings in November. 

(Whereupon, at 2: 50 p.m., the joint committee adjourned. ) 

The following statements were submitted to be included in the 
transcript of the hearings: 
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STATEMENT OF REPRESENTATIVE JAMES E. VAN ZANDT, MEMBER OF CONGRESS, 
TWENTIETH DISTRICT OF PENNSYLVANIA 


Mr. Chairman, your letter of July 18 announcing the holding of 3 days of public 
hearings beginning August 5, and including an invitation to present my views 
to the Joint Committee on Railroad Retirement, is deeply appreciated. The 
last paragraph of your letter of July 18 expressed the realization that the 
notice of public hearings was rather short but that “the press of circumstances 
made any other dates unsuitable and unavailable.” I share your opinion 
in respect to the short notice and regret that, because of my absence from 
Washington on an inspection tour of atomic-energy plants and military installa- 
tions in the United States, I am unable to appear in person before you this 
morning. The tour I am making was arranged several weeks ago, incident to 
my membership on the Joint Congressional Committee on Atomic Energy and 
the House Committee on Armed Services. Therefore, I deeply regret that I 
am unable to testify before you in person, but must present my views in the 
form of this statement. 

Since I represent a heavily populated railroad district in central Pennsylvania, 
and before my election to Congress was employed on the railroad, I have first- 
hand knowledge of the sentiments of active and retired railroaders with respect 
to liberalizing the Railroad Retirement Act. 

The creation of the Joint Committee on Railroad Retirement was hailed with 
delight by retired and active employees because such action is recognized as a 
sincere effort by the Congress of the United States to examine the Railroad 
Retirement Act in its entirety and to consider the recommendations of this com- 
mittee for liberalizing and improving the railroad retirement system. Therefore, 
active and retired railroaders have their eyes focused on this committee, and 
they earnestly hope that, from your deliberations, constructive criticism of the 
Railroad Retirement Act will result in practical and sound changes in the 
existing law. 

I have found, from my experience in talking frequently with active and re- 
tired employees of the great railroad industry, that their paramount con- 
sideration is maintaining the solvency of the retirement fund and liberalizing 
the Railroad Retirement Act if it is possible to do so without increasing the 
payroll taxes. 

You members of the Joint Committee on Railroad Retirement are aware 
that in railroad circles there is an honest difference of opinion between various 
groups as to the extent the Railroad Retirement Act may be liberalized with- 
out increasing payroll taxes or endangering the solvency of the railroad re- 
tirement fund. It is confidently expected that the report of your study of the 
Railroad Retirement Act will tend to resolve many conflicting opinions; and, for 
that reason, your recommendations to Congress, as a result of your study, will be 
eagerly awaited and will have a profound effect on the viewpoint of every active 
or retired railroad employee in America. You have a monumental task assigned 
you; yet it is one that will enable you to perform a real and lasting service to 
the great railroad fraternity. 

My career in Congress began in 1939 as a Member of the Seventy-sixth Con- 
gress; and, with the exception of 3% years spent in the United States Navy 
during World War II, I have since had the honor of representing the people 
of Blair, Centre, and Clearfield Counties of the great State of Pennsylvania. 

As stated previously, I was employed on the railroad before coming to Con- 
gress, beginning my career in 1917 as apprentice boy in the Altoona, Pa., shops 
of the Pennsylvania Railroad. I spent the period from 1917 to 1938 in various 
departments of the railroad and am now on furlough from the traffic depart- 
ment of the Pennsylvania Railroad. It may be of interest to state that my 
grandfather and my father were locomotive engineers for many years. There- 
fore, I not only come from a railroad family but I speak and understand the 
language of the railroad men and women of this great Nation. I am proud of 
my railroad background and that I can claim close kinship with the railroad 
employees of America. Their great contribution to the winning of two world wars 
during my lifetime, and their undisputed loyalty, patriotism, and zeal in mak 
ing the miracle of American production a living reality and the envy of the 
world, makes me pardonably proud that I am one of them. 

My election to Congress in 1938 enabled me to intensify my interest in the 
welfare of my fellow railroaders, with the result that I have been persistent in 
my efforts to liberalize and improve the Railroad Retirement Act. 

Many of you of like mind will recall the difficulty that we experienced in 
amending the Railroad Retirement Act during the first 10 years of its existence, 
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and that for years our efforts in that respect seemed futile and doomed to 
failure. Yet we persevered, and from time to time, when we saw railroad- 
retirement legislation pigeonholed, we redoubled our efforts to make our col- 
leagues conscious of the plight of retired railroad employees as they sought to 
try and exist on the meager retirement benefits they received during the period 
before and after World War II. I was often criticized for being too insistent 
in my demand for action on railroad-retirement legislation; but, knowing of 
the distress that existed among retired railroaders or their survivors, I could 
not, in good conscience, remain silent. In this connection, it is common knowl- 
edge that the inflationary tendencies of the past decade have resulted in the 
devaluation of the dollar until today it is referred to, without any fear of 
contradiction, as a “50-cent dollar.” 

Our efforts to amend the Railroad Retirement Act finally began to bear fruit, 
and in 1946, 1948, and 1951, we were able to secure the passage of amendments 
to the Railroad Retirement Act which, although they fell short of the required 
needs of our retired railroad employees, kindled the spark of hope in the hearts 
of railroaders that Congress, as custodian of the railroad-retirement fund, had 
begun to make an honest effort to liberalize the existing law and yet maintain 
the retirement fund in a solvent condition. I recall the many bills I introduced 
in the Seventy-sixth Congress and in succeeding Congresses—all of them de- 
signed to rescue retired railroaders from their plight and to give active em- 
ployees the assurance that when they reached retirement age they would become 
eligible for benefits that they could depend upon being paid each month with 
clocklike regularity. 

While I have no pride of authorship in the field of legislation, I am happy 
to be able to state that I played an active part in the liberalization of the Rail- 
road Retirement Act and that, together with the increase in benefits, the adopted 
amendments represent changes in the law that were consistently adovcated by 
me since my election to Congress in 1938. 

I am happy to learn that during this first day of public hearings the time 
will be devoted to hearing testimony regarding the liberalization of benefits or 
change in eligibility requirements under the Railroad Retirement Act. 

Yesterday I received a telegram from this committee stating that, at the con- 
clusion of today’s hearings, further hearings will be postponed until some date 
in September, when they will be resumed for a period of two days. During the 
last 2 days of public hearings, I am informed the following subjects will be 
considered : 

1. The financial status of the railroad-retirement fund and methods of 
increased financing; and 

2. The problems of relationship between the railroad retirement system 
and the old-age and survivors insurance system of social security. 

The subjects on your 3-day agenda constitute vital issues that are debated 
daily in railroad circles. 

For your information, my congressional district in Pennsylvania includes the 
city of Altoona, the site of the Pennsylvania Railroad shops, which are recognized 
as the largest in the world. In addition, the Baltimore & Ohio Railroad has 
large shops at Du Bois, Pa., while the New York Central Railroad has an im- 
portant terminal at Clearfield, Pa. It is my sincere belief that, on a percentage 
basis, I have more active and retired railroaders in my congressional district 
than any other Member of Congress. 

During my frequent travels over my congressional district, I am in constant 
contact with many railroad employees; and, as a result of these personal inter- 
views and my railroad background, I acquire knowledge of their personal prob- 
lems and their views with respect to the Railroad Retirement Act. The chief 
question asked, and one which T have difficulty in answering, is the request for 
an explanation as to why there is such a marked differential in the payroll tax 
under the Social Security Act and the Railroad Retirement Act. We all know 
employees covered by the Social Security Act do not pay one-third as much pay- 
roll tax as is levied on railroad employees under the Railroad Retirement Act: 
yet the benefits they receive are greater than those paid to retired railroad em- 
ployees. This question is one that I hope this joint committee will consider 
seriously, as it deserves a satisfactory answer, in justice to the railroad employees 
of the Nation 

As a result of my personal conversations with retired employees, supplemented 
by hundreds of letters from them, I introduced, during the second session of the 
Kizhty-second Congress, H. R. 8371, designed to correct the gross injustices in- 
flicted upon retired railroaders eligible for earned social-security and railroad- 
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retirement benefits by the provision in the 1951 amendments denying pay- 
ments of both benefits. You will recall, when the 1951 railroad-retirement 
amendments passed the House of Representatives, that particular provision was 
not in the bill but was added later in the Senate. 

In explaining the purpose of my bill (H. R. 8371) to the House of Representa- 
tives on June 30, I said: 

“Mr. Speaker, on June 26, I introduced H. R. 83871, a bill to amend the Railroad 
Retirement Act of 1937, as amended, which reads: 

“ ‘Be it enacted, etc., That Section 3 (b) of the Railroad Retirement Act of 
1937, as amended, is hereby further amended, effective October 30, 1951, by 
striking the last. paragraph thereof.’ 

“The purpose of this amendment is to restore to all beneficiaries under the 
Railroad Retirement Act the right to receive all earned benefits from both rail- 
road retirement and social security, rather than be forced to forfeit a portion of 
such benefits as is the case today, resulting from the 1951 amendments to the 
Railroad Retirement Act. 

“Hundreds of retired railroaders are today the victims of a gross injustice. 
Instead of receiving an increase in benefits, as was the original intent of the 
Congress, they have actually suffered a loss, if they are entitled to both railroad- 
retirement and social-security benefits. * * *” 

Continuing, I said: 

“Recently the House of Representatives approved H. R. 7800, a bill to amend 
the Social Security Act by increasing earned benefits in the amount of either $5 
or 12% percent, whichever is the greater. Should this bill become a law, it 
means that retired railroaders, under the 1951 amendment to the Railroad 
Retirement Act, will be further penalized by having their railroad-retirement 
annuities reduced in the amount of the increase they receive under social 
security. 

“In my opinion, it was not intent of the Congress of the United States, when 
approving the 1951 amendments to the Railroad Retirement Act, to reduce the 
benefits granted retired railroaders, but, to the contrary, the amendments were 
designed to increase benefits. There is only one way to correct this discrimina- 
tory injustice which has been cast upon the retired railroad workers, and that 
is for the Congress of the United States to immediately approve H. R. 8371.” 

In further commenting on the injustice and discrimination inflicted upon 
retired railroad employees by the Senate-inspired amendment prohibiting the 
payment of both social-security and railroad-retirement benefits, I called this 
committee’s attention to my bill H. R. 8371 by letter several weeks ago. I am 
happy to have the assurance, Mr. Chairman, in your reply to me of July 23, 
that the subject will be given your earnest consideration, and I hope that 
through the efforts of this committee the provision prohibiting the payment 
of earned dual benefits will be repealed. 

It is my earnest hope that in your study of the railréad-retirement fund it 
will be possible to definitely establish the impact, if any, of various proposals to 
liberalize the Railroad Retirement Act. I make this statement in view of the 
fact that many active and retired railroad employees are reluctant to accept 
the statement that certain proposed amendments will weaken the financial 
condition of the retirement fund. These employees contend that the retirement 
fund is in a far more healthy condition than actuarial experts have declared 
it to be, and it is hoped that through this committee’s study of the railroad- 
retirement fund some definite conclusion can be reached that will be acceptable 
to all groups. 

Many of these proposed amendments were introduced in the Eighty-second 
Congress, but failed to receive consideration before adjournment. Meanwhile, in 
my conversations with those still actively employed in the railroad, I found many 
of them deeply interested in the type of benefits they can look forward to upon 
reaching the age of retirement. They express the hope that it will be possible, 
without any increase in payroll taxes, to adopt the following amendments: 

(1) Permit noncompulsory retirement after 35 years of service, regardless 
of age; 

(2) Allow noncompulsory retirement at age 60 with 30 years of service for 
all employees ; 

(3) Use, as a base period in computing annuities, the 5 years of highest 
earnings; and 

(4) Reduce the retirement age to 60 years for wives or widows. 

I learned from my contact with various groups of railroad personnel that many 
active and retired railroad employees are conscientious in their belief that the 
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railroad-retirement fund can stand the enactment of the foregoing amendments 
without any increase in payroll taxes. Therefore, they are depending upon this 
committee to either recommend their approval or to produce indisputable evi- 
dence that such changes cannot be effected without an increase in payroll taxes. 
I feel certain that the proposed amendments will be given thorough considera- 
tion by this joint committee so that definite conclusions may be reached regarding 
their cost and the possible impact, if any, on the railroad-retirement fund, if 
they were enacted and present payroll taxes were not increased. If the approval 
of these amendments is found to require an increase in payroll taxes, the average 
active or retired railroader is interested in learning the extent of such an in- 
crease. After all, his paramount concern is that the railroad-retirement fund be 
maintained in a sound condition; and, for that reason, he welcomes a frank 
analysis of any possible effect such amendments would have on the financial 
stability of the railroad-retirement fund. 

I am not an actuarial expert and, for that reason, I am not qualified to answer 
the controversial question as to whether these various amendments can be adopted 
without increasing payroll taxes. It is my understanding that this committee, in 
its study of the Railroad Retirement Act, intends to find a definite answer to this 
perplexing question. 

In conclusion, I wish to state, with all the emphasis at my command, that active 
and retired railroaders are depending upon this committee for a clear-cut anal- 
ysis of the financial condition of the railroad retirement system, hopeful that 
further liberalization of the Railroad Retirement Act may be accomplished with- 
out increasing payroll taxes or endangering the financial structure of the rail- 
road-retirement fund. I know that all of us in Congress agree with the average 
railroad employee that a sound railroad-retirement system is the primary objec- 
tive of the Railroad Retirement Act. Therefore, I personally urge you, as mem- 
bers of the Joint Committee on Railroad Retirement, to make every possible effort 
to find means of further liberalizing the Railroad Retirement Act, keeping that 
goal in mind. 


STATEMENT oF Guy F. Fain, GRAND PRESIDENT, NATIONAL ASSOCIATION OF RETIRED 
AND VETERAN RAILWAY EMPLOYEES 


My name is Guy F. Fain. I am national president of the National Association 
of Retired and Veteran Railway Employees, and reside at Glendale, Ohio. I 
appear before your honorable committee on behalf of the members of the National 
Association of Retired and Veteran Railway Employees, an organization national 
in scope. This organization is governed by a constitution and bylaws and is a 
nonprofit organization. The officers of this organization consist of a grand presi- 
dent, a senior grand vice president, a grand secretary, a grand treasurer, 12 grand 
vice presidents, 10 grand directors, and a finance committee consisting of 3 mem- 
bers. I further wish fo add that this organization is recognized by all standard 
railroad brotherhoods, and we have local units throughout the United States. 

With the foregoing introduction, Mr. Chairman, I wish to present the fol- 
lowing: 

It is my understanding that the joint committee was appointed to review and 
investigate the many inequalities, ete., of the amendment of November 1, 1951. 
This amendment, as passed, brought a ray of hope to all who saw in its passage 
an end of much of their sufferings. Unfortunately, those who found it necessary 
to supplement their inadequate income through employment are now facing 
penalization for their efforts to improve their sad situation. This is particularly 
true of those whose retirement became effective prior to World War II and whose 
pensions were based on a small wage scale. 

In 1941 the hue and cry was for everyone to get into the war effort, buy bonds, 
etc. This cry became louder and more pronounced in 1942, and many of us were 
glad of an opportunity to better our sad financial state. Our advanced age caused 
the Army and Navy to reject us, and we were advised to enter defense plants, 
where many were accepted and remained throughout the war. During our term 
of service we bought war bonds, contributed to all deductions for social security, 
old-age benefits, withholding tax, ete., and did everything possible to aid in the 
defense of our country, in addition to reestablishing our former standard of 
living. And now, for the loyalty displayed in answering the urgent S O § of our 
country, we are penalized by being denied any part of the increase in our pensions 
recently awarded by Congress. 





) 
) 








RAILROAD RETIREMENT LEGISLATION 121 


In many cases the entire social security was deducted from the railroad re- 
tirement pension. I would like to mention one particular case of a member of 
our unit in Cincinnati. The pensioner paid into social security 15 years; also, 
railroad retirement 15 years. He received from social security a pension of 
$26.50 a month up to November 1, 1951, when the amendment was put into effect. 
After that date his social security was deducted from his railroad retirement 
pension. Then on October 1, 1952, he was given a $5 increase in social security. 
This was also deducted from his retirement pension. After hearing this case, 
you must admit that the admendment of November 1, 1951, penalized this pen- 
sioner instead of giving him an increase. Under the Railroad Retirement Act 
this pensioner was entitled to $117.55, but the $31.50 social security is deducted 
from his railroad retirement pension, which leaves him only $86.05. This is 
the reward he received after 45 years’ railroad service. This is only one example 
out of some 35,000 that have been penalized by this amendment. 

The above fact is substantiated by hundreds of letters that I have received 
from our members who are also in the same category as outlined in the above 
example. 

We feel it most eminently unfair that because our members who worked and 
paid under both the Social Security and the Railroad Retirement Act should 
now be penalized by these deductions from their railroad retirement pensions, 

For an example, if I had paid to Metropolitan Life Insurance Co. toward an 
annuity that I would receive at the age of 65, then to the Prudential Life In- 
surance Co. toward an annuity I would reach at the age of 65, I would expect 
and would receive my annuity from each of these companies; therefore if I had 
paid into both social security and railroad retirement, why shouldn’t I be given 
the same consideration. This is the position taken by thousands of our 
pensioners. 

Your committee has notified many of our members that the reason these de- 
ductions were made is, because the Government has helped both agencies. I 
contend that the railroad retirement tax paid by the industry and the employee 
is separate and apart from the Social Security Act and in no way should be 
merged with the Social Security Act. Since the employer and the employee are 
paying 614 percent of the employee’s salary into the Railroad Retirement Act, 
up to $3800, as against the 1% percent which is now being paid by the employer 
and the employee covered by the Social Security Act, we feel that the taxes 
toward railroad retirement should and has made itself sustaining. My opinion 
is based, too, on the fact that at the present time the railroad retirement fund 
shows a reserve of $2,900 million, and that the Government has not contributed 
1 cent toward this fund. 

Mr. Chairman and committee, no doubt you gentlemen are aware of the fact 
that social security pensioners were given an increase as of October 1, 1952, and 
we feel that our members should also be given a consideration in connection 
with a future increase in their pensions. The cost of living has risen in leaps 
and bounds, and the increase that some of our members were given effective 
November 1, 1951, have been absorbed by these increases in the cost of living. 
Our pension today is inadequate to take care of our obligations. 

We appreciate the fact that our widows were given an increase of 3314 per- 
cent in the amendment of November 1951. Also, we appreciate that under this 
amendment our spouses were given an increase of one-half of the pensioner’s 
benefit with a maximum of $40 a month. 

While we would not condone taking away from our wives, yet we feel there 
has been an injustice to our widows, since many of them receive less than the 
wives. We think that their annuity should be at least the same as the spouses 
or wives, with a $40 minimum. 

While there are many other inequalities that should be given consideration, 
and we are quite sure that your committee will investigate all phases of the 
amendment of November 1951; and, in conclusion, I want to prevail upon your 
committee that our membership is wholly opposed to any merger or consolida- 
tion of the Railroad Retirement Act and the Social Security Act. 

Thank you most sincerely for allowing me to appear before your committee 
to express the wishes and opinions of the members of the retired railroad 
pensioners, whom I have the honor to represent. 
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STATEMENT OF WILLIAM FE. FRANK 





My name is William E. Frank. I am just a rank-and-file railroad employee, 
who lives at 1207 South Fifty-seventh Street, Philadelphia, Pa. I have been 
interested for some time in tle following features for railroad retirement: 

(1) Retirement for both men and women at age 60 after 30 years of 
service: 
(2) Retirement after 35 years of service regardless of age. Retirement not 
to be compulsory. 
}) Abolishing 1924-31 period used to determine retirement annuities, 

I have been a railroad worker since 1917 and come in contact with the average 

railroad workers. I know that thousands and thousands have written to the 








ce nittee, of which Senator Douglas is chairman, indicating their desire for the 
al ( | features in railroad retirement. 

! road workers feel that both the worker and the employer are paying 
too much premium for the kind or type of benelits olfered the railroad workers, 
i! par 1 to what social security workers pay as their premium for retire- 
m ind wha ey recel in re rh 

Ra d workers, the men, feel that there is discrimination in allowing women 
to retire and requiri men to work beyond age 60. Since women pay no more 
premium than men; since women compete for jobs held by men; since statistics 
pl that women live longer than men, it appears that the men should be 
£1 ted the privilege of 1 nga 6O with 30 years of servic 

Since a railroad worker who has 35 years of service and over has given the 
railroad industry the very best part of his or her life, any railroad worker who 
has worked 35 years or more on the railroads should be given the option to retire 
if li e so desires. Another reason for permitting retirement after 35 years 
of service, is to help in hardship cases where men with 35 vears or more of service 


f 


lose their jobs because of retrenchment orders or in connection with streamlining 
\ man who has given the railroad industry service for 35 years is not 
ion to seek comparable employment on the outside, because his life has 
ngaged in specializing in railroad work. Some arrangement should, there- 
ade in the railroad retirement system to permit retirement with 35 
ervice, regardless of age—retirement not to be compulsory. 
Leetermining some or a portion of the retirement annuity on the 1924-31 period 





is not f: compared to the higher prices of today. It should not be overlooked 
that premiums by the workers and the railroads into the retirement fund are 
based the higher wages of today and not on 1924-51 earnings. 

I hope tl message will be read at your deliberations or public hearings. I 
con sa very worthy cause and I am presenting this appeal with all of the 


sincerity and honesty of purpose that I am capable of expressing. 


s MENT OF A. P. ERPELDING 
Rreirt AND R OMMENDATIONS 

My name is A. P. Erpelding and my business address is 22 West Madisor 
Street, Cl ( here I am in the service of the freight traffic committee of 
t] Ce! i erritory Railroad M ‘ailroad association covers more than 
OU years, in the operating, accounting, and traffic departments 

M vy fellow employees, upward of 300, as well as myself, have very 
earef ( erved the operation of our railroad retirement svstem over the 
past 17 ye s and based thereon, we offer the following recommendations fo1 
col derat f this committee: 

a plete separation of the railroad retirement system and the social 





(a) R road employees with less than 10 years of creditable rail serv- 


ee be transferred to social security at age 65 as now provided, but rail 
plovees under age 65 to be entitled to disability annuity under the rail 
program as in effect prior to November 1, 1951, regardless of age as long 





a ‘ eet the service requirements prevailing prior to November 1, 1951: 
/ At death of railroad employees as in effect prior to November 1, 


2. Allow railroad employees to retire at age 60 after 30 years ar after 
years of creditable rail service regardless of age, at least in instances of 
(a) Mergers of two or more railroads, such as the Alton from Chicago to 
the Gulf, Mobile & Northern at Mobile in 1947 or 
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(b) The proposed merger of the Florida East Coast at St. Augustine into 
the Atlantic Coast Line at Wilmington. 
3. That, for future annuitants, the 1924-31 basis for ascertaining service ben- 
efits prior to 1987 be eliminated and, in lieu thereof, actual figures be used for 
the years involved or for the 5 years prior to 1942 or for the 5 years prior to 
1946, whichever is the highest, but not exceeding $300 per month (taxable 
earnings). 

4. Since the railroad fund was originally created as a retirement program (as 
opposed to a social welfare program) for the prime benefit of railroad em- 
ployees, let’s try and keep it that way. The addition of the spouses’ annuity 
on November 1, 1951, has resulted in the lowering of benefits of Similar amounts 
to many of those workers who will retire thereafter. 

Expressed differently, the money for the spouses’ annuity had to come from 
somewhere and the actual, practical effect was to “rob Peter to pay Pau!” in 
obtaining the needed money by retroactively depressing the total benefits of 
future annuitants with prior to 1937 railroad service credits if and when they 
have some subsequent social security credits. Another effect of this is that 
some workers, who had dual coverage and who retired prior to November 1, 1951, 
will receive total greater benefits than those retiring after that date with 
same or even greater service credits. We do not believe that such results are 
fair or equitable to the current workers. 

The latest figures show over 261,000 retired rail workers receiving an average 
amount of about $95 a month, which represents 57 t of the maximum of 
$165, whereas there are some 76,000 spouses’ annuities at an average of $87 
per month, which is 92.5 percent of the maximum of $0 

The latter is a heavy drain on the fund, which, if you please, was originally 
created primely for the benefit of the retired workers. In short, the railroad 
system has been socialized at the future expense of Many workers, who don’t 
like it. 

It is our considered opinion that, if necessary to keep the fund solvent at 1214 
percent on $300 and if it is the judgment of the committee to continue the spouse’s 
annuity of $40, a thorough study should be made for the purpose of rebuilding 
the entire railroad retirement system on basis of setting aside 3 percent to cover 
all of the present retirement and social benefits under the social security pro- 
gram and use the balance of 914 percent to implement added benefits to qualified 
railroad workers as in effect prior to November 1, 1951, modified as herein out- 
lined plus an increase of 25 percent over and above the October 29, 1951, benefits 
so that the maximum annuity will be $180 in addition to whatever benefit may 
be due the annuitants from the 8 percent social security benefits plus credit for 
railroad service up to age 70 for those workers who continue their employment 
after age 65. 

5. Clarify the “employees coverage” section in clear, simple language. A great 
step in that direction was made by the 1946 amendments but several cases for 
service credits have been rejected or are in doubt covering railroad workers wl 
were in the employ of independent contractors doing railroad work on railroad 
property, the net result of which was taken into the carriers’ accounts and/or 
operations, 

Maybe Congressman Beckworth will recall one or two such cases in Texas, 

We suggest the rewording of section 1—c, the last sentence to read: 

“* * * or he is rendering, on the property used in the employer’s opera- 
tions, other personal services, either directly or through an independent con- 
tractor, the rendition of which is integrated into the employer’s accounts or 
operations.” [Additions in italic.] 


6 nereen 


BRIEF SUMMARY OF INEQUITABLE AND CONTRASTING BENEFITS UNDER THE 
RAILROAD RETIREMENT ACT, AS AMENDED NOVEMBER 1, 1951 


1. Railroad employee under 65 with 914 years of creditable service was 
physically injured prior to November 1, 1951, therefore, was then subject to 
retirement account permanent physical disability at full annuity applicable to 
such cases. 

Since the claim for said annuity was filed after November 1, 1951, and since the 
amendments of that date provided that rail employees who retire with less than 
10 years of railroad service may no longer qualify for benefits but are trans- 
ferred to the social-security program, it appears the employee will not get any 
benefits prior to age 65 inasmuch as the social-security program does not allow 
full benefits in cases of the above kind prior to age 65. 
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2. The Alton Railroad, with headquarters in Chicago and Bloomington, IIL, 
was merged in 1947 into the Gulf, Mobile & Northern with headquarters in 
Mobile, Ala. Because of economy reasons, family tie-ins, and so forth, many 
of the Alton’s employees elected not to follow their jobs to Mobile. 

Any number of such employees were between 45 and 60 years of age and had 
from 25 to 35 years of creditable railroad service. Due to management policies 
and union tie-ins, the employees were unable to secure comparable paying, per- 
manent rail jobs with other railroads in the Chicago area, hence were forced to 
accept employment covered by the social-security program at $25 to $150 a 
month less than their former rail jobs. 

One of the main factors which entered into their decision of not going to 
Mobile was the fact that they were then fully covered by the railroad retirement 
program and would be adding 5 to 15 years social-security credit to their income 
upon retiring on reaching age 65. 

Out of a clear sky, their dual coverage was canceled retroactively by the 
enactment of H. R. 3669, effective November 1, 1951, under which, the employee 
who retires thereafter with 10 years or more rail credits will have his rail 
annuity reduced by any social-security benefit to which he may simultaneously 
be entitled under the Social Security Act. In contrast, in the case of an employee 
retired prior to November 1, 1951, the two benefit amounts may not be so blended 
but remain frozen at the dual benefit figure as the minimum amount. 

In the case of the ex-employees of the Alton Railroad referred to, who will 
retire in the future, this means a loss of benefit of $25 to $50 per month at age 65. 

In the end, their total benefits are held to their railroad annuity as maximum, 
say $110; in contrast, any employee with identical wage credits and dual cover- 
e, but who retired prior to November 1, 1951 would continue to receive total 
benefits of about $136 (96 plus 40). 

The only way the former can overcome the latter is in the event his wife 
qualified for a “spouse’s annuity” of $40, which may entail a waiting period of 2 
to 15 years, depending upon her age. 

3. It is ever thus in nearly all instances of dual coverage. The changes re- 
sulting from the new parcel post law, effective January 1, 1952, will result in 
millions of packages, formerly handled by the post office, will be handled by 
private transportation agencies like the Railway Express Agency, Inc.—this is a 
right step toward free enterprise. The employees of the Express Agency are 
covered by the Railway Retirement Act and the Express Agency recently an- 
nounced that it would give its former employees, running into the thousands, 
who were laid off over the years, first choice of returning to its service as its 
business increases. 

In the interim, some of these employees have earned 5 to 10 years of social 
security credit in other employment. 

Under the November 1, 1951 amendments, such credit will be blended with 
the railroad credit when the employees reach age 65 in the same general manner 
illustrated above in the Alton’s case and their net maximum benefit will be the 
amount of their railroad annuity, thus wiping out the results of their social 
security employment referred to. The social security employment was forced 
upon them by reason of reduced business of the Express Agency; they had no 
choice in the matter. 

4. Any number of regular railroad employees, who worked in defense plants, 
offices, ete., after regular assigned hours, during the last war and in the present 
emergency would, likewise, be knocked out of their little social security benefits. 

5. Several cases have come to our attention indicating that those retired 
prior to November 1, 1951 with dual benefits are “better off” than those retiring 
subsequently with like dual credits, to wit: under the company’s rules, a rail- 
road employee is required to retire at age 65, thereupon he secured employment 
covered by social security for the next 3 years—it appears that his maximum 
benefit will be that due him under the railroad program, so that, actually, he 
will not rective credit for service rendered after age 65. 

6. Another instance runs to about 25 employees of a local rail carrier and 
who were laid off on September 1, 1987. Many secured Federal employment, 
others found connections in the commercial field covered by social security. In 
time, generally after the war, elements of both groups returned to railroad 
employment. The former group will be due their full benefits under the Federal 
annuity system plus their full annuity under the railroad system upon reaching 
age 65, whereas, the latter group will be held to the railroad annuity as 
maximum. 
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7. As opposed to the above several illustrations, employees who will be able 
to get dual benefits are those who acquired maximum rail credits by 1947 or 
subsequent and then switched to Federal, State or local government employ- 
ment, which are not covered by the social security program. 

8. Again, there are cases where the spouses are fully covered by social security 
in their own individual right—it appears there is some question whether they 
will qualify for the $40 monthly maximum wife’s annuity added by the 1951 
amendments in addition to the social security benefit of their own when both 
reach age 65. 

9. Likewise, a wife may be employed under a Federal, State or local govern- 
ment annuity program—it seems she would be due the wife’s annuity added by 
the 1951 law plus her Government annuity. 

10. On the other hand, the wife was a railroad employee, who retired at age 
60 under the present railroad program—the next 5 years she was covered by 
one of the Government set-ups. Wouldn't she and her rail husband be due bene- 
fits computed something like this upon both reaching age 65? 


Husband’s rail annuity_-------~- : edict seat than 
Wife’s rail annuity . : Jesse i, 70 
Wife’s Government annuity__— x 30 

ii) | ‘ iat cial e ae 210 


Nore.—aAll of the cases herein cited have railroad service credits prior as well 
as subsequent to January 1, 1937, except case 1. 





STATEMENT OF WALT SANDS, OF THE NATIONAL RAILROAD PENSION ForUM, INC. 


Mr. Chairman and gentlemen of the committee, my name jis Walt Sands, I 
reside at 1429 East Marquette Road, Chicago, Ill. I am restarch and public- 
relations director of the National Railroad Pension Forum, Ine., a nonprofit 
organization of railroad employees with membership on 312 American railroads 
and affiliated bureaus chartered under the State laws of Illinois. I am also editor 
of the Rail Pension News, published by the Forum. 

For the benefit of the brotherhood leaders, the Rail Labor khixecutives’ Associa- 
tion, and especially the brotherhood weekly newspaper Labor, none of my activ- 
ities have ever been influenced one iota by railroad management, 

I have worked over 30 years for the railroads. For the past 24 years I have 
been employed as freight inspector with the Eastern Weighing and Inspection 
Bureau, in Chicago. My duties, at various railroads, keep me in steady contact 
with white-collar workers, freight handlers, yardmen, switchmen, engineers, 
conductors, shop mechanics, and others. The vast majority of us want to know 
why we pay over four times more taxes than our neighbor pays for social 
security, and we want to know why we receive less than four times more benefits, 

The vast majority of the Nation’s rail workers are willing to pay over four 
times more taxes, than our neighbor pays for social security, if this Congress will 
enact: 


FULL RETIREMENT AT AGE 60, AFTER 30 YEARS OF SERVICE, OR AFTER 35 YEARS OF 
SERVICE, REGARDLESS OF AGE—(NONCOMPULSORY) 


The popularity of this demand may well be verified. I have been told that 
some 97,000 names on petitions have already been received by this committee 
from all 48 States. If the rail brotherhood leaders would canvass their members 
on this subject, they would find further verification of this popular demand. 

My testimony, gentlemen, is based upon the premise that although the actuaries 
of the Railroad Retirement Board have always rejected the proposal, as “finan- 
cially unsound,” every time a bill is entered to provide full retirement at age 60 
for all workers after 30 years of service; or after 35 years of service regardless 
of age, I shall now attempt to disagree with those actuaries, and further attempt 
to help them find sufficient funds to make this possible, without jeopardizing the 
financial soundness of the Railroad Retirement Fund. 

The vast majority of the Nation’s rail workers are willing to pay over four 
times more taxes, than our neighbor pays for social security, if this Congress will 
enact: 


26545—53——_9 
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FIVE HIGHEST YEARS OF EARNINGS, BASIS FOR FIGURING ALL ANNUITIES 


I shall also attempt to convince this committee with logical reasons why the 
1924-31 basis now used to credit service performed prior to 1937 should be com- 
pletely eliminated from the act. 

Because social security has a broader base to absorb the shock of inflation, and 
further inflation now upsetting the preesnt financial structure of the railroad 
retirement system, a net saving to the railroad retirement system of about 
$100,000,000 per year was accomplished by November 1, 1951 by transferring 
workers with less than 10 years of rail service to social security. 

Under the present system of railroad retirement financing, which does not 
permit any increases in benefits unless taxes are increased, this $100,000,000 
saving, passed on to the rail workers in increased benefits, could not have been 
accomplished otherwise. In brief, that broad base of social security was touched 
for a home run worth $100,000,000. 

In spite of all criticism heard during the Senate and House hearings last year, 
when the words “integrate,” “amalgamate,” or “coordinate,” were suggested to 
combine the social security and railroad retirement systems, it may now be 
declared official. The first step has been taken—through the “integration” door 
of the social security money vault—by twirling the “combination” to get $100,- 
000,000. Would one of those critics now appearing before this committee, deny 
this to be true? Perhaps the word “transfer” sounds less dangerous? Than the 
word “integrate”? 

How many millions of dollars per year, could be passed on to the rail workers 
in increased pensions, retirement, disability, and survivor benefits—and especially 
to pay the cost of full retirement annuities at age 60 after 30 years of service, 
or after 35 years of service regardless of age—if workers with less than 11, 12, 
13, 14 or 15 years of railroad service, were transferred to social security? 

I kindly request the chairman of this committee to ask the actuaries to furnish 
five separate reports with figures shown for such years, 11, 12, 13, 14, 15. Said 
reports to appear in the printed record of this hearing. 

Needless to say that everyone eligible to retire at age 60, in most cases would 
not retire and should not retire if he is able to continue working and not disabled. 
During a man’s lifetime, it is nice to know that he “may” retire with full pension 
at age 60 as a matter of security, if he is worn out. He may always keep that 
in mind and plan accordingly. His future would be less uncertain. In most 
cases he would keep on working, although the Railroad Retirement Board will 
tell us that they must include all workers eligible to retire at age 60 when they 
report on the bill, as having retired en masse. If they could retire today, even 
at age 50, most would keep on working. 

Also, if the 35 years, regardless of age plan were put into effect, after the aze 
of 21—most workers would be 56 years of age at least, and in the majority of 
cases, older. Most rail workers with 10 or more years of service continue working 
because of their seniority. 

Because the railroad retirement system has taken the first step toward inte- 
gration with social security, I now suggest that a second step be taken. Since 
the first step accomplished a $100,000,000 saving, I suggest that Congress should 
integrate the railroad retirement system with the social security system, where- 
by social security would provide the basic rate of benefit to rail workers, and 
the supplementary operation of the railroad retirement system would be used 
to pay added benefits above those which social security should provide. 

The cost of the combined systems and the principles upon which they oper- 
ate would depend upon the benefit structure. One can develop pension systems 
separate from or coordinated with different costs, depending on your level of 
benefits and the principles of coordination that you utilize. One can show 
that in connection with the principles used by the steel workers or the auto- 
mobile workers or any of the others. If you wish, you can establish a level 
and then say, “Work it out within that level.” There is no preordained method 
or calculation in this type of work. 

Because our Government administers both the social security fund and the 
railroad retirement fund on a self-sustaining basis (total cost equally shared 
by employee and employer) based upon actuarial calculations now established 
and accepted by Congress to be sufficient to perpetuity to pay the entire costs of 
the benefits and the administration of both programs without any Government 
subsidy, I ask this committee to carefully note and seriously consider the 
following: 
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RAILROAD RETIREMENT AND SOCIAL SECURITY SYSTEMS INTEGRATED—PROVIDE HIGHER 
RAIL BENEFITS AT LESS COST 


Mr. Elmer B. Staats, Assistant Director, Bureau of the Budget, on May 22, 
1951, reported to Mr. Robert A. Crosser : 

“Any need to provide higher and more varied benefits for railroad workers 
toward which the bill is pointed should and can be met in a simpler and more 
equitable way, consistent with broad national interests and long-range ob- 
jectives. Better dollar-for-dollar values can be given by providing coverage 
for all railroad workers under the social security system, with the railroad 
retirement program retained to supplement the social security benefits. This 
would carry out the recommendations of both the President and the Senate Ad- 
visory Council on Social Security. 

“The railroad workers would get more benefits for less money if social security 
benefits were made available to all railroad workers, with the Railroad Re- 
tirement Board paying the difference between social security benefits and the 
present railroad retirement benefits. That is, the workers would get the more 
advantageous social security survivor’s protection and, at the same time, the 
present 6 percent railroad retirement tax rate, paid by the employee, could 
be lowered to a combined social security-railroad retirement rate which has 
been estimated roughly at 414 percent. As the social security rate rises over 
the years, the combined rate would, of course, rise also, but it would not reach 
its peak of about 6 percent until 1970, whereas the railroad retirement rate 
is 6 percent now and will rise to 644 percent next January. Alternatively, 
railroad retirement benefits might be increased with less of a tax decrease. 

“We shall be glad to arrange for elaboration of the points made in this letter 
should your committee so desire.” 

(To break the quote, a coordinated system is possible, and further analysis is 
suggested. ) 

Today, 83 million persons have wage credits and over 774% million persons pay 
taxes into the social-security fund. Over one-half of the 1951 United States 
population (154,353,000) are paying taxes into the social-security reserve (now 
$15 billion ; in the year 1990 it will be $85 billion) and I seriously do not believe 
that at any time, either now or in the future, will one-half of the United States 
population be collecting benefits in any single month, or in any single year. 
This proves amply as to the financial soundness of the social-security system in 
perpetuity. 

When the Social Security Act was amended in 1950, by bringing in some 10 
million people, it reduced the proportion, the cost of the system measured as a 
percentage of payroll, about one-third of 1 percent of payroll. If rail workers 
were included, the cost would be that much more reduced. 

In fact, Congress has just increased (effective September 1, 1952) social- 
security benefits another 124% percent. The $80 retirement and one-half or $40 
spouse amount will rise to $90 and $45, respectively, or a husband and wife total 
from $120 to $135 per month, and the total family maximum amount will rise 
from $150 to $168.90 per month. No increase in the present tax rate of 11% 
percent was found to be necessary. Why? 

From 1937 through 1949, for 183 years, the social-Security tax rate was frozen 
at 1 percent, time and again. Taxes colected far exceeded benefit payments by 
such staggering differences that Congress blushed when anyone suggested that 
the tax rate be increased, until 1943 when the so-called Vandenberg-Murray 
amendment recognized the financial liability of the Government to make up any 
defiicit that might accrue to the system as the result of continued freezings of 
the tax. This is why, gentlemen, in 1949 Congress substantially again increased 
benefits without any fear as to future deficits, and the present tax rate of 1% 
percent although stepped up to eventually rise to 314 percent by 1970, may never 
go higher than 1% percent. 

Oscar Ewing, Federal Security Administrator, several years ago stated that 
disability (similar to railroad disability) benefits could be paid under social 
security without raising the 114 percent tax rate, because enough money was in 
that fund. 

In a press conference in Washington on June 25, 1951, Mr. Ewing urged 60 
days of free hospitalization a year for persons 65 and older. The care also would 
be made available to widows of insured wage earners and surviving children 
under the age of 18. 

Ewing estimated the program would cost $200 million a year and would cover 
7 million persons. He said it could be financed without increasing social-security 
payroll deductions or employer contributions. 
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I briefly mention the history of social security with its broad base. If the 
social-security fund can spend $200 million a year without increasing their 1144 
percent tax rate—in addition to what they are now paying out in benefits for 
1’) percent—further integration to absorb the inclusion of benefit payments to 
rail workers under that act appears both logical and mathematically possible. 

You distinguished Members of Congress have many times heard these three 
arguments against such inclusion. That railroad retirement provides, but social 
security does not provide 

1. Credit for prior service—performed before 1937. 

2. Disability protection—total and permanent. 
6. Tax refund—residual lump-sum guaranteed return of all taxes paid in. 
I shall now attempt to refute each of those three arguments. 


1. RAILROAD RETIREMENT AND SOCIAL SECURITY SYSTEMS BOTH ALLOW CREDIT FOR 
PRIOR SERVICE 


Although recipients under the Social Security Act do not receive so-called 
credit for service performed prior to 1937, their benefit formula is so weighted 
as to include credit for prior service, especially those in the low income group, 
By comparison, so-called credit for railroad prior service has no significance. 

In other words, the very construction of the benefit formula in social security 
by giving a very high weighting to people with low income recognizes the fact 
that they have been employed for a long period of time there previously and is 
an attempt, through the construction of the benefit formula, to give a fast 
service credit to individuals, by giving the present benefits to people who have 
not contributed an entire lifetime 

Because social security also gives so-called credit for prior service, there 
is no further need to consider the 1924-31 basis now used to credit railroad 
service performed prior to 1937, which should be eliminated and instead our 
five highest years of earnings should be the basis for figuring rail annuities. 


2. DISABILITY PROTECTION COSTS RAIL WORKERS FOUR TIMES MORE TAXES THAN THE 
POTAL COST OF ALL SOCIAL SECURITY BENEFITS 


> 


Last year when I testified before the Senate Labor Subcommittee on May 3, 
1951, and likewise before the House Committee on Interstate and Foreign Com- 
merce on May 24, I stated in my exhibit G that of each $6 in retirement taxes 
paid by rail employees, $1.50 (total cost of all social security benefits) is allo- 
cated to disability annuities. By comparison to social security, rail employees 
paid three times (200 percent) more taxes for pensions, retirement, and sur- 
vivors’ annuities, and four times (300 percent) more taxes when disability 
annuities are included. Again, therefore, by comparison, so-called credit for 
disability insurance has no significance. 


rAX REFUND OR RESIDUAL LUMP-SUM GUARANTEED RETURN OF ALL TAXES PAID IN— 
NOT WORTHY OF MENTION 


As to the tax refund or residual guaranteed return of all taxes paid in by 
a railworker, a quick glance at my exhibit J will again prove that whether the 
rail worker had 1% years of service, and even if he had 30 years of service the 
benefits paid to four industrial workers would more than offset any amount 
possible that could ever be collected in the amount of taxes paid in by any one 
rail worker. 

My exhibit A shows maximum taxes paid by one rail worker from 1937 through 
1970 (34 years) total $4,299, as compared to $4,982 maximum benefits paid to 
four industrial workers (per year) as shown in my exhibit .. 

The tax refund, therefore, to one rail worker who paid taxes for 34 years 
would amount to $633 less than his four neighbors received in 1 year, paid by 
social security. 

My exhibit A shows maximum taxes paid by one rail worker from 1937 until 
the year 2013 (94 years) total $19,908, as compared to $21,600 maximum benefits 
paid (in 15 years) to one industrial worker, shown in my exhibit J. In brief, 
the tax refund payable to one rail worker would amount to $1,692 less than 
his one neighbor receives under social security. Or, one rail worker would have 
to live 1,000 years after retirement at age 65 and die at the age of 1,065 to receive 
$86,400 payable to four industrial workers by social security in 15 years. 

By comparison, the tax refund has no significance. 
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If Congress could insert an escalator clause in a combined social security 
and railroad retirement integration system any further hearings by Congress 





on railroad retirement legislation would be unnecessary. ‘This suggestion should 
be most welcome by the Congress and an answer to eliminate the endless mail 
Congress receives on this subjeet 


Because rail workers pay approximately four times more taxes than those 
covered by social security, it is possible for four employees covered by social 


security to receive four times S90, or a total of S360 as compared to one rail 


worker receiving $286.90, after 43 years of service. On this basis, one rail worker. 





receiving 8236.90, after 43 years of service. On this basis, one rail worker 
receives $123.10 less than his four neighbors covered by social security. 

I now ask you distinguished Members of Congress to carefully consider my 
testimony as a serious attempt toward financial possibilities to provide sufficient 
funds necessary to pay for full pensions at age 60 after 30 vears of service, or 


after 35 vears of serice regardless of age, and/or additional increases in all 


present benefits. 

In conclusion, IT would like to relay to this committee a serious thought that 
exists in the minds of the vast majority of rail workers today. “Whey seriously 
and honestly believe that because we pay over four times more taxes than our 
neighbor pays for social security we should either receive four times more 
benelits or full retirement at age 60 after 30 years of service, or after 35 years 
of service regardless of age 

The Forum, under the leadership of our great president, Tom Stack, is respon- 
sible for this belief in the minds of the Nation’s rail workers. We shall continue 
fighting for this belief. 

It has been a privilege to appear before this committee. I thank you. 


(The following letter from Stanley H. Robinson is inserted in the 
hearing transcript at the request of Hon. Lister Hill, Senator from 
Alabama) : 

BIRMINGHAM, ALA., March 22, 1952. 
Hon. Lister HILt, 
United States Senate, W ashington, B. ©. 

DrAR Sik: Reference is made to your letter of March 7, 1952. 

Since the 1951 amendments to the Railroad Retirement Act, it will be neces- 
sary to decide the following question before any changes to the act should be 
considered. The question is, Should the Railroad Retirement Board remain a 
separate agency, or should it become a division of the social-security adminis- 
tration? The recent amendments seem a step in the direction of the Board 
becoming a part of the social-security administration. If this is to be, the 
problem, in my opinion, is relatively simple. It could be handled as follows: 

1. All survivor benefits could be handled by the SSA. This could be done as 
there is very little difference in the amount of benefits paid by the agencies now. 

2. A Railroad Retirement Division be set up in the SSA to handle railroad 
retirements. This would be necessary as it would not be politic to reduce the 
railroad-retirement annuities to the level of the SSA benefits. At such time as the 
SSA benefits become equal or nearly equal to the RRB benefits and disability 
benefits are added to the SSA, this Division could be abolished. However, as the 
SSA is strictly social insurance, the contributions under the RRB should be 
brought more in line with those paid under the SSA. 

3. This consolidation would bring up the question as to what to do about the 
Railroad Unemployment Insurance Act. The sickness features could still be 
administered in the same manner they are at the present time. The unemploy- 
ment feature could be handled by the States in the same manner in which they 
handle out-of-State claims. The 50 cents per claim now being given to the rail- 
roads for handling claims could be given to the State unemployment compensation 
agencies, 

Although the above proposal would result in a great savings in administration 
costs and most likely result in greater efficiency in handling the retirement pro- 
grams, I am sure that the majority of the railroad employees would oppose such 
an arrangement. Therefore, if the problem is to give the railroad employees what 
they want, it will be necessary to divorce the Railroad Retirement Act entirely 
from the Social Security Act. In this regard the overwhelming majority of the 
railroad employees with whom I come in contact are opposed to the restriction 
against dual benefits under the two acts. They are also opposed to the fact that 
employees with less than 120 months of creditable railroad service are covered 
by the Social Security Act and not the Railroad Retirement Act. In this regard 
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the argument is that a man with less than 10 years of service cannot be con- 
sidered a career railroad employee. This is not so. What of the man who works 
for 2 or 3 years for a railroad and is killed in a railroad accident, or who was 
drafted and killed in Korea? Who can say that these men are not career em- 
ployees? Why should their survivors receive the lesser benefits under SSA? 
There is no answer to this question. 

Considering that the Board will remain an independent agency, the question 
is whether the program will become one of insurance in the same manner as 
would be handled by a large insurance company or is the program to be one of 
social insurance. The present trend appears to be toward social insurance. If 
this trend is to be followed benefits may be raised without an increase in contri- 
butions. If not, any increase in benefits must be left up to the actuaries. 

The first question to be settled is ever-present demand for increases in annuity 
payments. Under the present set-up, this will continue for all time. However, 
the question may be settled once and for all by merely tying annuities to the cost 
of living indexes in the same manner the wages of the nonoperating brotherhoods 
have been tied. This would be difficult to handle administratively, but it could 
be worked out. It would also bring up the question as to where the extra money 
would come from. The answer to this would be simple: The employee would get 
cost-of-living increases under their contracts and naturally would have to pay 
railroad retirement taxes on this increase. 

Next we come to the spouse’s annuities. Almost everyone below retirement 
age is against this feature. Doubtless this became a part of the act before some- 
one wanted to ape the SSA. However, now that it is a part of the act, it would 
be difficult if not impossible to do away with it. Inasmuch as this feature will 
be retained in the act, it should be extended to cover the spouses of disability 
annuitants who have children under age 18. Why should the annuitant age 65 
or more receive benefits for his wife, who is under age 65 and has children under 
18, and the disability annuitant not receive the same treatment? This is neither 
fair nor equitable. 

Next we come to survivor’s benefits. From my experience the average widow 
is between 50 and 55 years of age and has no children under age 18. She has 
no work experience that would enable her to obtain employment. Why must 
she wait until she attains age 65 before she may get any annuity? It would be 
fairer for her to get it at age 50. In my opinion this should have been a part 
of the amendments in the place of the spouses’ annuities. If our unfortunate 
widow does find employment, at age 65 she will be entitled to benefits under 
SSA, which in almost every case would be greater than her widow’s insurance 
under the RRB, and, therefore, would get no benefits under RRB. 

The average annuitant now is receiving between $90 and $100 per month and 
if his wife is age 65 or more, she is receiving an additional $40. Further, the 
average annuitant with 30 years of service is receiving about $115 per month. 
Therefore, I do not believe that annuities should be raised at this time. How- 
ever, the survivor annuities are woefully inadequate. I do not have the figures, 
but IT am sure that even with the last amendments they will not average more 
than $40 per month. If we are to deal in social insurance, we must realize that 
it is more than old-age benefits; it must also adequately cover disability and 
survivor benefits. These are the features that the young employees are interested 
in, and features which should be given consideration. We must realize that the 
present annuitant has only paid into the fund for not more than 15 years, most 
of them much less, and some of them have not paid into it at all. Therefore, 
it is only fair that more protection be set up for the survivors of the young 
employee, as he will potentially pay into the fund from 35 to 40 years. 

As I have said above, the railroad employee is against the restriction against 
dual benefits under the SSA and RRB. They feel that if they paid for both, they 
should be entitled to both. I agree with them, but can only give them sympathy. 
To give you an example I will cite you an actual case: This individual is age 
68. He is working for a railroad for $189 per month. He was receiving $30.50 
under the SSA. If he had retired prior to the recent amendments, he would 
have received an RRB annuity in the approximate amount of $85. Thus if he 
had retired, his income would have been $115.50. However, since the amendments 
he must give up his SSA benefits as he is making more than $50 per month in 
railroad employment, and now if he retires, he will receive his $30.50 from SSA 
and only about $67.25 from RRB, or a total of $97.25. You can see from this 
that, in spite of the recent 15 percent increase in annuities, the restriction 
against dual benefits has reduced this man’s retirement income. If you would 
like to talk to him (he’s very bitter), I could arrange a meeting the next time 
you are in Montgomery, as he lives in Tallassee. 
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I don’t know how well I got my point over, as I have never been a very fluent 
writer. I can put over a point much better in person. 

You ask about my background. Well, I graduated from Birmingham-Southern 
College in 1937 ; my major was business administration and my minor was social 
sciences. I went to work with the Railroad Retirement Board in June of 1939 
and have been with them with the exception of the 4% years I spent in the Army. 
With exception of one period of 60 days and another of 70 days, the entire time 
I have been with the Board I have been in the field service, where I have been 
in constant contact with all classes of railroad employees and their families. 
In the Army I had varied experiences. However, I was separated as a first 
lieutenant in the Graves Registration Service. At the present time I am a con- 
tact representative GS-8, and although the title does not indicate such, I am 
the assistant district manager of the Birmingham office. 

My experience with the Railroad Retirement Act has always been in dealing 
with people and not theory; therefore my ideas will no doubt vary a great deal 
from those who arrive at their opinions from studying reports and statistics. 
In the event that I can furnish you with any more information, elaborate more 
fully on the information furnished above, or be of assistance in any manner, 
please do not hesitate to call upon me. 

Very truly yours, 
STANLEY H. Roprnson. 





STATEMENT OF RUSSELL R. REAGH, MEMBER, ACTUARIAL ADVISORY COMMITTEE, 
RAILROAD RETIREMENT BOARD 


ITEM 1, INTEGRATION OF THE RAILROAD RETIREMENT SYSTEM WITH OASI 


The Social Security Act covers thousands of private corporations which have 
supplementary pension plans of their own. Just as Government life insurance of 
the Veterans’ Administration resulted in more, rather than less, life insurance 
through private insurers, the Social Security Act appears to have stimulated the 
growth of industrial pension plans which supplement the benefits of OASI. 

In 1935 and 1936 an attempt was made to amend the Social Security Act to ex- 
clude from its coverage any company which had a retirement system of its own. 
If this proposed amendment had not been defeated, the administration of an 
equitable social security system would have been impossible. The law, however, 
did exclude employees covered by Federal and State retirement systems, and 
employees covered by the Railroad Retirement Act. In my opinion the exclusion 
of railroad and Government employees has caused many inequitable and anoma- 
lous situations, and has resulted in extravagant dual benefits. The attempts 
to integrate the railroad system have in many respects made matters even worse. 
Furthermore, such so-called integration has added hopelessly complicated and 
unnecessary administrative problems. 

On this question of integration with OASI I am in full agreement with Murray 
zatimer who stated in his testimony before the committee that ‘“There is one 
way—and only one way—by which an industrial pension plan can be operated 
in the United States in 1951. That way is to recognize that the general old- 
age and survivors system is the basic national system, and to build over and on 
that foundation, a supplemental structure, self-contained, appropriately designed 
to meet whatever specific need exist, and giving proper heed to those elemental 
requirements of equity without which any industrial pension plan is doomed.” 

I feel reasonably certain that the great majority of those actuaries who have 
had occasion to study this problem carefully are in full accord with Mr. Lati- 
mer’s statement on integration. 

I have read and heard many statements of railroad and Government em- 
ployees expressing objection to coverage under OASI. On the other hand I have 
yet to hear what I can accept as a reasonable or logical objection to such 
coverage, In general the objections appear to stem from a fear that they would 
be left with nothing except social security, that social security would be sub- 
stituted for their own system. If this is the basie objection, the problem is 
primarily one of education, or of selling the soundness of full OASI coverage 
to the employees. 

The problem of selling integration to railroad employees should not prove 
difficult with full cooperation on the part of union leaders. I make this state- 
ment rather dogmatically because every railroad employee can be given positive 
ussurance that his combined benefits will be at least as great as those provided 
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for railroad service under his own railroad system, and that in no case could 
his benefits be less than those provided by OASI on the basis of all employment, 
including railroad employment; furthermore, complete assurance can be given 
that equitable benefits would be ‘payab! e in the case of railroad service combined 

ith other employment. In other words every railroad employee could be given 
pe ive assurance that he would receive as much for his social security con- 
tributions as the employees of any other industry, and that he would receive 
supplemental benefits in addition to social security to the extent possible with 
the combined employee and employer contributions in excess of the social security 
contributions 

The legislation required to completely integrate the two systems is basically 


very simple. I have not made a detailed draft of the amendments required to 
accomplish such objective because this seems unnecessary at the moment. A 
summary of the essential steps is outlined below: 

(1) Cover all railroad employees under OASI with the “new 1951 start” 
provisions of recent amendments. 


(2) Amend the Railroad Retirement Act to eliminate those benefits other than 
the age and disability retirement benefits payable to the employee himself ; that is, 
eliminate those supplementary benefits payable to the wife, spouse, children, or 
parents, which under (1) above would be provided by OAST, 

83) Add a provision to the Railroad Retirement Act which would reduce the 
annuity benefits payable under the railroad benefit formula by a proportion of 
the primary social-security benefits actually paid to the employee by OASTI. The 
proportion of such primary OASI benefit to be deducted is defined as the ratio of 
(a) to (b), where (a) equals number of quarters of railroad employment after 
1950 and (6) equals number of quarters of social-security coverage after 1950 
used to determine the amount of the primary OAST benefit. 

(4) Amend the Railroad Retirement Tax Act to reduce the rates of tax by 
the rates payable under (1) above under OASIT. 

One of the reasons given to the committee for excluding railroad employees 
from OASL was that the retirement needs of railroad employees were entirely 
different from those of other industries. This argument is completely without 
merit because coverage under OASI cannot restrict in any way the over-all scale 
of benefits to be provided by the railroad system. The benefits provided by the 
railroad system can be designed in any way that is believed desirable to fit the 
peculiar needs of the railroad industry. If considered desirable, for example, 
supplementary survivor benefits or insurance benefits, as well as the regular 
employee annuity benefits, can be provided by the basic railroad system. Of 
course, the addition of such insurance and survivor benefits reduces the funds 
available for employee annuities; but within the limits of the financing provi- 
sions, the integrated system is completely flexible with respect to the nature 
of the benefits, and with respect to the formula for any given type of benefit. 
The only way in which the integrated plan is entirely inflexible is that it would 
not be possible to deny any employee, or the dependents of any employee, benefits 
at least as great us those provided under OASI. This, in my opinion, is the basic 
purpose of OASIT, i. e., to provide a minimum floor of social-insurance protection 
for all employees. Social security was not intended as a substitute for industrial 
pension systems. Since the passage of social-security legislation the number of 
industrial pension plans providing supplementary pensions has doubled several 
times 

It has not seemed necessary to present comparative schedules of benefits 
under this method of integration because, except for unwarranted duplicate 
benefits, the combined railroad and OASIT benefits could be identical to those of 
the present law, or to any other system of benefits which might be provided by 
new legislation. 

The major objectives to be attained by including the railroads under OASI are: 
(1) Eliminate duplicate and unwarranted benefits in a direct and simple manner ; 
(2) to provide a positive guaranty that every railroad employee, and every 
member of his family, will receive the full protection of the social security law. 
plus such additional protection as may be provided by the railroad system: (3) 
the elimination of administrative expense resulting from the present cumbersome 
and ineffective attempts to integrate the railroad and social security systems; and 
(4) to provide a clean-cut division of benefit costs between the social secur ity and 
railroad systems and thus acquire the financial advantages of OASI coverage 
without need for controversial claims to subsidy. 
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ITEM 2. THE EFFICIENCY AND ECONOMY OF THE PRESIDENT ADMINISTRATION OF THE 
RAILROAD RETIREMENT FUND 


I have no basis for comment on this question except to say that the present 
law is unnecessarily complicated and therefore burdensome administratively 
because of the attempt to “integrate” with OASI under two completely separate 
systems. Coverage of the railroads under OASI would simplify this problem 
of integration and result unquestionably in more efficient and economical ad- 
ministration. 


ITEM 3. THE FINANCIAL STATUS OF THE RAILROAD RETIREMENT FUND UNDER EXISTING 
LAWS, AND THE NEED, IF ANY, FOR ADDITIONAL METHODS OF FINANCING SUCH FUND, 
AND A DISCUSSION OF THE DESIRABILITY OF SUCH METHODS 


In general, I agree with the statements made on this question by the other 
two members of the Actuarial Advisory Committee. There has been no justifiable 
criticism of the actuarial methods followed by Mr. Musher, the.actuary of the 
Railroud Retirement Board, nor of Mr. Musher’s ability as an actuary. In this 
connection, I think it is safe to say that any qualified actuary, given the same 
basic assumptions with respect to mortality, rates of retirement, pay increase, 
etc., would arrive at results very close to those obtained by Mr. Musher. In 
other words, there is no basis for controversy regarding the actuarial methods, 
Also, since I have been a member of the Actuarial Advisory Committee almost 
continuously from the enactment date of the railroad retirement legislation, I 
am in a position to join with the other two members of such advisory committee 
in vouching for the care and skill used in deriving the basic assumptions from the 
statistical experience available through the operation of the system 

Life-insurance-premium calculations must be made on a highly conservative 
basis to avoid disastrous consequences. On the other hand, Mr. Musher’s esti-: 
mates were made as realistically as possible; there was no deliberate attempt to 
obtain results which were more likely to prove conservative than nonconservative, 
However, since the basic valuation assumptions do not reflect the trend toward 
lower rates of mortality, and due to the fact that the retirement rates based on 
experience during years of high employment are likely to prove lower than the 
average rates of retirement to be expected over the long-range future, the three 
members of the Actuarial Advisory Committee are of the opinion that the cost 
estimates are on the low side. This conclusion does not consider one way or the 
other the effect of future taxable payrolls in determining the level-cost rate of 
contribution required to support the system. In my opinion, this controversial 
question of future payrolls should not be considered in judging the actuarial 
assumptions. <A projection of the future payroll is required only to express the 
actuarially determined costs in relation to a particular method of financing such 
costs. Neither the cost of a building nor the cost of a pension system can be 
changed by varying the method of financing. 

Much has been made of the fact that the level-cost rate required to support 
the system has decreased because the estimates of taxable payrolls have turned 
out to be very conservative. This fact has resulted in a number of statements 
to the effect that actuaries are by nature conservative and tend to overstate 
probable costs. The underestimating of the taxable payrolls has been due, of 
course, to the general inflationary increases in the level of prices and wages. 
In my opinion, it would not have been desirable for the actuary to take into 
account future inflationary wage increases even if he could have been certain 
that such increasse would occur, My reason for this view is that general 
increases in wages due to inflation results inevitably in proportionate increases 
in the retirement benefits regardless of whether such increases follow auto- 
matically under the terms of the retirement system or as the result of amend- 
ments to the retirement plan. In other words, the increase in the general level 
of wages has resulted in two across-the-board increases in all retirement benefits, 
and further increases for this reason appear to be justified if the retirement 
benefits are to be maintained at that proportion of average compensation which 
was obtained in 19837 under the original law. Stated differently, inflation has 
made the level-cost-rate estimate appear to be too conservative, but inflation also 
resulted in across-the-board increases in benefits to maintain a reasonable rela- 
tionship between benefits and current pay. The net result has been an increase 
in the level-cost rate required to support the same relative level of retirement 
benefits. 

The actuary, of course, should not attempt to predict future changes in the 
law as a part of his valuation assumptions. On the other hand, the actuary 
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should not inelude in his assumptions future economic changes which, if cor- 
rect, would result inevitably in changes in the law. The very fact that the tax- 
able payroll did increase without a corresponding increase in benefits, caused 
the required tax rate to decrease and thus permit some increase in benefits 
without increase in the tax rates. It is important to note, however, that it has 
not been possible to increase the benefits in proportion to the general increase 
in wages without an increase in the tax rates. In other words, even if there 
had been no amendments to the original law other than the general increases 
necessary to maintain the benefits at the same proportion of current average 
pay, an increase in the tax rates would have been necessary. For this reason, it 
is my opinion that the railroad system has been inadequately financed, and 
that a continuation of the financing method followed to date will result in- 
evitably in an increasing unfunded liability and an ultimate required rate of con- 
tribution much higher than the present rate. If the trend of wage levels con- 
tinnes to be upward it is a near certainty, in my opinion, that the tax rate 
required to maintain the relative adequacy of the present system of benefits 
will continue to increase until it exceeds twice the normal cost. That is, new 
employees will be required to pay more than the cost of their own benefits. 

In my opinion the present financing method should be revised so that the 
employee rate is limited to a rate not in excess of the rate required for the 
younger new employees, say those entering railroad employment at age 20. It is 
inequitable, in my opinion, to require any employee to pay more than his own 
benefits are worth. Furthermore, to avoid the necessity of increasing the tax 
rate required to support a given relative level of benefits in relation to current 
pay, there must be some provision for amortization of the unfunded liability. 
This would not be necessary if the general level of average pay was certain 
to remain constant, and that the number of railroad employees was certain to 

, remain as high as the number currently employed. However, since average pay 
is likely to increase, and since the number of railroad employees is likely to 
decrease, it will be necessary to provide for some amortization of the unfunded 
liability to avoid increased tax rates due either to increased average pay, or toa 
decrease in the taxable payroll. In other words if the payroll increases, or 
remains level, despite a decreasing number of employees, the benefits will again 
become inadequate in relation to the increased average pay, and legislation 
increasing the average benefit and the unfunded liability is almost certain to 
follow; or, if the average pay should remain level with a decreasing number of 
railroad employees, the taxable payroll would decrease and an increase in the 
tax rate would be necessary to prevent an increase in unfunded liability. 





ITEM 4. THE NEED AND EXTENT, IF ANY, OF AN INCREASE IN RAILROAD RETIREMENT 
BENEFITS OR CHANGES IN THE ELIGIBILITY REQUIREMENTS FOR SUCH BENEFITS 


The benefit formula under the railroad retirement law is such as to favor the 
lower-paid employees. For example, for employees whose average monthly 
compensation is between $150 and $300, the monthly retirement annuity for each 
year of service is equal to the sum of (a) $1.38, plus (b) 1.38 percent of average 
monthly compensation. Employees whose average monthly compensation is 
$300 or more receive the maximum annuity of $5.52 for each year of service. 

In 1937 the average monthly pay of railroad employees was about $150. The 
benefit for each year of service, based on average monthly compensation of $150 
under the 1937 law, amounted to $2.50, or 124 percent of such average compen- 
sation; taxable compensation averaged about $148. At the present time the 
average compensation is in excess of $300 per month, and the taxable compen- 
sation is about $275. Under present law the monthly benefit per year of service 
for average monthly compensation of $275 is $5.17, or 1.88 percent of average 
monthly pay. Thus, the benefit formula of the present law is considerably more 
liberal than the original law in relation to average pay. If it had not been for 
the sharply increasing level of wages due to inflationary pressures, the retirement 
benefits of the average employee would be considerably greater in proportion to 
his pay than they were in 1937. Nevertheless, the benefits are relatively inade- 
quate for two reasons: (1) The fact that the benefits are related to average 
compensation since 1924, and (2) because inflation has caused such average 
compensation to be abnormally low in relation to the current rate of pay. 

If the abnormal inflationary pressures of recent years should cease the present 
benefit formula would result ultimately in unusually liberal retirement benefits 
in comparison With industrial pension plans generally, or in relation to the origi- 
nal railroad system, For this reason I do not believe that the benefits should 
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be increased by merely increasing the percentages of the benefit formula as was 
done in 1948 and in 1951. I should like to suggest that any further increases in 
benefits be effected by (1) widening the brackets of the benefit formula to cor- 
respond with the increase in average compensation, and (2) basing the benefits 
on the average compensation during the last 5 or 10 years of service instead of 
during the entire period of service. If this latter recommendation should be 
adopted it would probably be necessary to lower the percentages of the present 
benefit formula to keep the costs within the limits of the present high tax rates. 





ITEM 5. EXISTING INTERRELATION SHIPS OF SOCIAL SECURITY AND RAILROAD RETIREMENT 


(a) Statutory interrelationships; less than 10-year transfers, reductions for 
OASI entitlements, ete. 

(b) Problems of shifting employment and dual coverage, ete. 

(c) The effect of recent and future changes in OASI benefits on railroad retire- 
ment and cost, and the effect of each system on the cost of the other generally, 

Most of these questions have been discussed under item (1). In my opinion 
the problem of shifting employment and dual coverage would be eliminated 
entirely by covering railroud employees under OAST and offsetting the railroad 
benefits by a proportion of the OASTI benefits equal to the ratio of total years 
of employment after 1950 to railroad employment after 1950, 

If railroad employees were covered under OASI, I see no objections to the 
10-year service requirement under the railroad retirement system. Relatively 
few industrial pension plans provide benefits for employees who voluntarily 
quit their jobs after relatively short service. The additional cost of fully 
vested retirement rights does not seem justified. On the other hand, many 
plans provide full vesting after age 45 or 50 and after 15 or 20 years of service. 


ITEM 6. THE NEED FOR FURTHER COORDINATION, IF ANY, BETWEEN THE RAILROAD 
RETIREMENT SYSTEM AND THE CIVIL SERVICE, MILITARY, OR OTHER RETIREMENT 
SYSTEM 


In my opinion all Government employees, as well as railroad employees, 
should be covered under OASI. By this I do not mean that social security 
should be substituted for the present Federal retirement plans. The present 
systems would remain intact and the benefits would be offset by an obviously 
fair proportion of the OASI benefits. I doubt that there is any other practical 
way to avoid the dual benefits, inequities, and anomalies caused by the exclusion 
of these groups from OASI coverage. 


ITEM 7. THE VALIDITY OF THE BASIC ACTUARIAL ASSUMPTIONS USED BY THE RAILROAD 
RETIREMENT BOARD ACTUARIES (SUCH AS WAGE RATE PROJECTIONS, EMPLOYMENT 
LEVELS, ETC.), ALTERNATIVE ASSUMPTIONS, AND THE EFFECT OF USING ALTERNATIVE 
ASSUMPTIONS ON THE COST OF THE CURRENT SYSTEM 


I have discussed the actuarial assumptions generally under item (3) above. 
Before proceeding with a more detailed discussion I should like to define certain 
actuarial terms in order that a proper distinction may be made between a 
determination of cost and a determination of the contributions required under 
various methods of financing such cost. In my opinion the failure to make this 
distinction has resulted in considerable confusion about the actuarial estimates. 

Webster, I believe, defines the word “actuary” as “an expert in the calculation 
of insurance premiums and risks.” This definition may fit fairly well the 
typical insurance company actuary, but it does not, in my opinion, describe the 
actuary whose duties are confined to a trusteed type of retirement system. The 
major role of the pension fund actuary is that of a cost-accounting specialist. 
His specialty is estimating costs which depend upon the probability of an 
employee of any given age and length of service dying, resigning, becoming 
disabled, or retiring for age, during any given period of time, usually a year. 
Some of the other factors which the actuary must also take into consideration 
are: The probable annual rate of pay increase applicable to employees of any 
given age and length of service, the relative age distribution of new entrants 
under the system, the relative distribution of employees by rates of pay expressed 
in terms of average pay, and various other probabilities relating to marital 
status. In general, the various probabilities are determined for each age, and 
sometimes by length of service. 

To the extent possible, the various factors are derived from actual experience 
under the system. The actuary must, of course, use common sense and judgment 
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in determining whether his derived factors are appropriate for use in forecasting 
pension costs. For example, he must decide whether adjustments are necessary 
because of known trends, such as improving mortality, or because the factors 
were derived from experience during what appears to be an abnormal economic 
period 

The pension fund actuary usually expresses his cost estimates in terms of the 
“accrued liability” and the “normal cost.” Both of these terms are defined in 
accordance with generally accepted accounting principles. In the case of the 
railroad retirement system these terms may be defined as follows: 

The normal cost rate is the level percentage of taxable compensation 
required as annual contributions to support the system for a typical group 
of new entrants. 

The accrued liability, at any time, is the excess of the present value of all 
future benefits payable to employees then included under the system, over 
the present value of the normal cost percentage of the future taxable com- 
pensation of such employees. 

By definition, the present value of the future normal contributions with respect 
to all future entrants under the system is equa! to the present value of the benefits 
payable to such future entrants. For this reason the actuarial balance sheet, 
as of a given date, usually relates only to employees covered by the system on 
such date. To include future entrants would only add equal amounts to both 
sides of the balance sheet. Therefore, the cost estimates as of a given date do not 
involve a projection beyond the lifetime of the employees then covered by the 
system. In other words, the determination of costs in an accounting sense does 
not involve the concept of a perpetuity. 

The normal contributions of employees and employers at the normal cost rate 
are not sufficient to support the system because such contributions are required 
during the entire service of all employees. Furthermore, liberalizing amend 
ments have been made from time to time which increased the benefits for prior 
as well as future service. These amendments increased the normal cost of the 
system: but, of course, such costs could not be collected retroactively, the result 
veing an increase in the unfunded portion of the accrued liability, as well as an 
increased normal cost. 

Pension costs are payroll costs and represent a deferred portion of the com- 
pensation paid to employees. The enactment of the first railroad retirement law 
had the effect, in an accounting sense, of increasing by the normal cost percentage 
rate the pay of every employee retroactively to the beginning date of employ- 
ment; and each subsequent amendment has had the effect of similar retroactive 
nereases in pay. The accumulated amount of such retroactive pay increases 
represents the accrued liability of the system. 

The accrued liability of a pension system may be financed in as many ways 
as there are to finance the cost of a building or of any other project. For example, 
a building costing 850,000 may be financed by one single payment of $50,000, by 
a down payment of $25,000 with the balance payable in equal monthly install- 
ments over various periods of time, or by any number of other financing plans. 
But the actual cost to be accrued annually for the use of such building is inde- 
pendent of the method used to finance the cost. Such “economie rent” includes 
interest on the full cost, taxes, insurance, repairs, upkeep, depreciation, and 
SO forth 

Similarly, the annually accruing cost of a retirement system remains the 
same regardless of the method used to finance such costs. The railroad retire 
ment law prescribes in an indirect manner the method to be followed in finane- 
ing the unfunded portion of the accrued liability. After 1952 the combined tax 
rate of employees and employers is fixed by the law at 12% percent. The total 
cost is divided equally between employees and employers as a level percentage 
of ‘taxable compensation If the combined taxes should be more than sufficient 
to cover the current normal cost plus interest on the unfunded liability, then 
it follows that the unfunded liability would be gradually reduced and ultimately 
such liability would be entirely liquidated. From that time the tax rates would 
be more than sufficient to support the system because the normal cost rate alone 
would then be sufficient In other words, since the total cost of the system is 
to be spread as a level percentage of the future payroll, no provision is made for 
any amortization of unfunded liability. Furthermore, in order to determine the 
level tax rate required under this method of financing, it is necessary to forecast 
the probable level of the future payroll as a perpetuity. If the future payroll 
is expected to increase, and if such forecast is borne out by actual experience 
during the ensuing 3 years, the next valuation is likely to indicate an increase in 


RAILROAD RETIREMENT LEGISLATION 137 


the unfunded liability. In general, this will be true unless the average payroll 
during the 3-year period is as high as the equivalent level payroll, or unless the 
valuation assumptions prove conservative in relation to actual experience during 
such period. Under Bureau of Internal Revenue regulations, and by ordinary 
accounting standards, an increase in the unfunded liability, which is not due 
to liberalizing amendments, is proof that the financing has been inadequate. 

The lack of provision for amortization of increases in the initial amount of the 
unfunded liability, and the fact that increases in average pay due to inflation are 
likely to result in liberalizing amendments, makes it quite certain that the total 
tax rate required to support the benefits will continue to increase even though the 
benefits in relation to current average pay are not increased. 

The most equitable method of financing the retirement benefits would require 
decreasing rather than increasing tax rates. In any event, it does not seem 
necessary or desirable to allow those employees who contribute for the shortest 
period to contribute also at the lowest rate. Employees entering the system after 
1952 must pay the 614-percent rate during their entire period of service, whereas 
those already retired contributed at much lower rates during only a fraction of 
their total service. Employees could not be expected to contribute for service 
prior to 1937, but to tax at the lowest rate those with the longest period of 
noncontributing service seems to discriminate unnecessarily against the younger 
employees. 

Questions were asked regarding the degree of accuracy which can be expected 
in the estimates of required level tax rates and regarding the effect of using 
alternative valuation assumptions I doubt that anvone could give reliable 
answers to these questions. If as the result of another war, or for any other 
reason, the average level of prices and wages should again double, and if there 
were no corresponding increase in the benefits, the present estimates might be 
50 percent too high; or if there should be a depression with a decline in the 
number of railroad employees, the required tax rate might double with no 
increase in the relative benefits in relation to average pay. As previously stated, 
however, I am convinced that the present method of financing will result in an 
increasing cost rate regardless of whether average wages continue to climb, re- 
main at the present level, or decline. This is because an increasing average wage 
would be likely to result in liberalizing amendments, and because a decline in 
average wages would result in higher benefits in relation to average pay, and 
because a decrease in the number of employees would require a higher contribu- 
tion rate to meet cash requirements without use of principal. 

Another item which appeared to be of considerable concern to the committee 
was the disagreement of the actuaries on the possible savings which might result 
from that provision of the law which states that OAST should neither gain nor 
lose from the exclusion of railroad employees from social-security coverage. 
This disagreement is not surprising because there is no available experience on 
which a reasonable forecast might be made of such factors as: the relative num- 
ber of spouses who would acquire social-security benefits in their own right: 
or the effect of the work clause, ete. Obviously these factors depend greatly upon 
future economic conditions, and upon the extent of enforcement of the work 
clause. A dozen qualified actuaries, working independently. would probably 
arrive at a dozen widely differing results. 

In conclusion may I repeat that in my considered judgment the most promising 
solution to the problem facing the committee is the inclusion of railroad employees 
under OAST, such change to be accompanied by relatively simple amendments to 
the railroad retirement act to effect such liberalization as may be desirable and 
possible within the financing limitations, and to provide for the necessary OASI 
offsets to railroad benefits. TI am convinced that the great majority of railroad 
employees would favor such a program if the objectives and advantages were 
understood, 








REPLIES TO JOINT COMMITTEE QUESTIONNATRE ON VARIOUS PROPOSALS Wulictt 
Have Been MAbDE ‘i'o CHANGE THE RAILROAD RETIREMENT ACT 


The Joint Committee on Railroad Retirement sent a questionnaire covering 
various proposals to change the Railroad Retirement Act to railroad brother- 
hoods and employers, Government agencies concerned with railroad retirement, 
and other interested groups. The questionnaire was divided into four main 
parts as follows: 

I. Financing 
II. Liberalization of benefits 
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Ii. Changes in eligibility requirements 
IV. General comments 
Replies were received from the following employee and employer organiza- 
tions, Government agencies, one individual, and certain pension groups: 


STANDARD RAILWAY LABOR ORGANIZATIONS 


Railway Labor Executives’ Association by G. E, Leighty, chairman, and Lester 
P. Schoene, counsel: The reply stated that it was their answers to the ques- 
tionnaire of the following organizations : A 
Switchmen’s Union of North America 
Che Order of Railroad Telegraphers 
American Train Dispatchers’ Association 
Railway Employees’ Department, A. F. of L. 

International Brotherhood of Boilermakers, Iron Ship Builders, and Helpers of 

America 
International Association of Machinists 
International Brotherhood of Blacksmiths, Drop Forgers, and Helpers 
Sheet Metal Workers’ International Association 
International Brotherhood of Electrical Workers 
Brotherhood Railway Carmen of America 
International Brotherhood of Firemen and Oilers 
Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and 

Station Employees 
Brotherhood of Maintenance of Way Employees 
Brotherhood of Railroad Signalmen of America 
National Organization Masters, Mates and Pilots of America 
National Marine Engineers’ Beneficial Association 
International Longshoremen’s Association 
Hotel and Restaurant Employees and Bartenders International Union 
Railroad Yardmasters of America 
Brotherhood of Sleeping Car Porters 

(The organizations listed as members of the Railway Labor Executives’ Asso- 
ciation represent about 75 percent of all railroad employees subject to the Rail- 
road Retirement Act. See p. 84 of the House hearings on the 1951 amendments 
to the Railroad Retirement Act.) 

Locals 933, 9838-5, and 996 of the International Longshoremen’s Association 
by Harry R. Hasselgren, secretary-treasurer. (The International Longshore- 
men’s Association is a member of the Railway Labor Executives’ Association.) 

Brotherhood of Locomotive Engineers, Brotherhood of Locomotive Firemen and 
Enginemen, Order of Railroad Conductors, and the Brotherhood of Railroad 
Trainmen. (These four organizations represent approximately 22 percent of all 
railroad employees subject to the Railroad Retirement Act. See p. 190 of the 
House hearings on the 1951 amendments to the Railroad Retirement Act.) 

Railroad Yardmasters of North America, Inc., by J. P. Perdisatt, grand 
president. (This is not one of the standard railway labor organizations, and 
according to employees’ exhibit No. 5, before the President’s Emergency Board, 
1950, p. 5, this organization represents approximately 700 employees covered 
under the Railroad Retirement Act.) 


EMPLOYER ORGANIZATIONS 


Association of American Railroads by J. Carter Fort, vice president and 
general counsel (This association includes in its membership almost all of the 
class I railroads in the United States. See p. 471, Senate hearings on the 1951 
amendments to the Railroad Retirement Act.) 

American Short Line Railroad Association by J. W. Hood, president. (This 
association represents about 300 short-line railroads in the United States.) 

Federation for Railway Progress by R. M. Drysdale, Jr., executive vice presi- 
dent. (This organization represents the public. “Any member of the traveling 
public, any railroad securityholder, railroad employee, railroad labor union, rail- 
road shipper, railroad supplier, railroad, or other person, institution or organiza- 
tion interested in progressive development of American railroads shall be eligible 
to membership in the Federation.’—Art. III of the constitution of the FRP.) 
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GOVERN MENT AGENCIES 


The Railroad Retirement Board by Mary B. Linkins, Secretary. 
Bureau of the Budget by F. J. Lawton, Director. 


INDIVIDUAL 


Russell R. Reagh. (Mr. Reagh is a member of the Actuarial Advisory Com- 
mittee of the Railroad Retirement Board and is also an actuarial consultant 
to the United States Treasury, but replied as an individual and not in an official 
capacity.) 

PENSION GROUPS 


Railroad Pension Conference by Clarence B. Carter, secretary ; Railroad Em- 
ployees National Pension Forum, by Joseph L. Cosgrove, president; National 
Railroad Pension Forum, Inc., by Charles D. Gasso and Walt Sands, advisory 
board member and research director, respectively; and Grand Association of 
Veteran Railway Employees, Inc., of Jacksonville, Fla., by W. B. Gunn, chair- 
man, legislative committee. (These groups have membership among active and 
retired railroad employees, and are primarly interested in pension legislation.) 

The percentage of employees represented by these groups is not clear. One of 
these groups, the Grand Association of Veteran Railway Employees, Inc., of 
Jacksonville, Fla., is apparently a local organization of retired employees ex- 
clusively living in Jacksonville. Statements of representation of the Railroad 
Pension Conference appear on page 377 of the House hearings on the 1951 amend- 
ments to the Railroad Retirement Act, and the National Railroad Pension Forum, 
Inc., on pages 313 and 323 of the Senate hearings, on these amendments. 

With the exception of the reply from Mr. Reagh, who answered as an in- 
dividual, these replies may be taken to represent, in general, the attitude of the 
respective organizations. 

In a number of instances supplementary statements were added to the ques- 
tionnaire or statements were submitted instead of completing the questionnaire. 
Statements of the Railway Labor Executives’ Association, the operating 
brotherhoods, the Association of American Railroads, the Railroad Retirement 
Board, the Bureau of the Budget, and tabulations of replies to the questionnaire 
are included in the appendix to this chapter. In the tabulations, the respondents 
have been classed into four groups: 

1. Employee organizations. 


2. Employer organizations. 
3. Government agencies. 
4. Organizations of present and former railroad employees primarily inter- 


ested in pension legislation and other proposals affecting retired em- 
ployees. 

Since the answers submitted reflect the general attitude of the organization 
replying to the questionnaire toward the Railroad Retirement Act, a summary 
of the general position of each of the four groups and a more detailed analysis 
of the attitude of particular organizations has been made. Comparisons of 
answers to specific questions may be obtained from the tabulations, 


SUMMARY OF GENERAL POSITION OF RESPONDENTS 


The position of the nonoperating employees as represented by the Railway 
Labor Executives’ Association is that there has not yet been enough experience 
with the 1951 amendments to recommend any changes at this time. Similarly, 
in the reply of the operating brotherhoods prepared by Mr. Latimer it is stated 
that, at the present time, the data needed in order to answer the questionnaire 
adequately are not available. On the other hand, the Railroad Yardmasters of 
North America, Inc., which is not represented by the Railway Labor Executives’ 
Association, believes that all benefits should be increased to offset, in part, the 
high cost of living. 

The general attitude of the employers as represented by the Association of 
American Railroads and the American Short Line Railroad Association is that 
there should be no change in the Railroad Retirement Act at this time. The 
Federation for Railway Progress modifies this position somewhat by saying 
that the benefit formula should be spread over a $500-per-month base without 
increasing the over-all cost of the program and that tax rates should be adjusted 
to the $500 base to provide the same revenue as under the present law. 








140 RAILROAD RETIREMENT LEGISLATION 


Of the two Government agencies which replied, the Railroad Retirement Board 
does not recommend any changes until more experience has been had under the 
1951 amendments The Bureau of the Budget, on the other hand, believes that 
the question of complete coordination with social security merits examination in 
the light of national policies, the needs and desires of the railroads and railroad 
employees, and the interest of the public. 

Mr. Reagh believes that social benefits such as those for survivors, spouses, 
ete., are available and should be obtained through the OASI. The railroad bene 
fits, in his opinion, should be in the nature of a staff pension plan. He sees no 
justification for a separate “railroad OAST.” 

The “pension” organizations favor various proposals to increase benefits and 
to reduce the minimum qualifications. In some instances they approve higher 
taxes and a broader tax base if these are necessary to finance higher benefits. 


EMPLOYEE ORGANIZATIONS 


Raihcay Labor Executives’ Association 

In its statement, the Railway Labor Executives’ Association points out that 
the 1951 amendments to the Railroad Retirement Act have been in operation for 
too brief a period to permit any real appraisal based on observance of actual 
operation. Also, pending the completion of the fifth triennial valuation of the 
railroad retirement account, there is litthe more information on the financial 
aspects of the system than was available when the 1951 amendments were under 
consideration. 

Its reply indicates that with regard to financing features, the association be 
lieves there should be no increase in tax rates, but that the circumstances which 
prompted recommendation in 1951 of a $400 tax base and a work clause similar 
to that under the social-security system still exist. However, since Congress 
did not see fit to adopt these recommendations, no changes in these respects are 
proposed at the present time. The Railway Labor Executives’ Association also 
believes there is evidence that the presumption of recovery from disability if a 
disability annuitant under age 65 has earnings of S875 a month in each of six 
consecutive months is not operating very well to accomplish the desired purposes 
Of the various alternatives suggested in the questionnaire, it is inclined to the 
view that a $100 per month work clause up to age 65 offers the most hopeful 
approach. 

With regard to the crediting of compensation for prior service, it is pointed 
out that, since no taxes were collected on prior service earnings, it was con- 
sidered desirable from the standpoint of cost determination to base the average 
monthly compensation attributable to such service on a past period for which 
a definite cost would be ascertainable rather than on unpredictable future earn 
ings. The 1924-381 period was considered generally to be more favorable for prior 
service than the actual prior-service earnings since it eliminated both the depres 
sion years and years of low-wage rates prior to 1924. Because of the disparity 
between current wage rates and those prevailing in the 1924-31 period, it may be 
that the validity of the reasons for use of the 1924-381 period should be reexamined, 
However, no specific change is recommended. 

In general, no liberalizations or changes in eligibility requirements are recom 
mended because of insufficient experience since the 1951 amendments and uncer 
tainty as to whether any additional benefits can be paid without increasing 
taxes. The general recommendation of the association is that for the time being 
the system be allowed to operate without further change. 


International Longshoremen’s Association 

The International Longshoremen’s Association is one of the organizations 
belonging to the Railway Labor Executives’ Association. Questionnaires were 
returned by three local lodges. These locals all favor some form of earlier 
retirement age and computation of average compensation on the basis of the 
employee's 5 years of highest earnings. Two of them would be willing to increase 
the base from $300 to $500, and one would be willing to increase the tax rate 
to 7%, percent. 
Operating brotherhoods 

In the statement prepared for the operating brotherhoods, Mr. Latimer empha- 
sized that to a large extent the data needed for answers to the questionnaire are 
not available. Also, that any effort to isolate single factors, as the questionnaire 
does, is bound, if the respondents attempt to reply, to lead to sets of answers that 
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are internally inconsistent. Thus, the statement which he prepared is for the 
most part a discussion of the implications and background of the questions asked 
rather than a set of answers. 

With regard to financing the railroad-retirement system, Mr. Latimer states 
that congressional policy with respect to sources of income for Federal old-age 
and survivors insurance systems has been thoroughly settled and that any dis- 
cussion predicated on an assumption other than that benefits are to be supported 
by scheduled payroll taxes will serve no good purpose. Alse, any new cost 
estimate for the railroad-retirement system requires more information than is 
now available on two new factors added by the 1951 Railroad Retirement Act 
amendments: the rate of coverage termination under 10 years’ service, and the 
magnitude of the social-security differential. Mr. Latimer believes, however, 
that there are some indications occupational disability benefits may be a positive 
rather than neutral cost factor, as was previously true for permanent and total 
disability, and that it is within the range of possibility that an increase in tax 
base might cost more than the revenue produced. Also, it is important to con- 
sider the impact of a change in tax and benefit base on the supplemental plans 
maintained by the carriers. 

With regard to work clauses, Mr. Latimer believes such clauses in general are 
undesirable, but that they are necessary for a system with coverage as broad 
as that of social security since there a work clause is the only practicable basis 
for a determination that retirement has occurred. For the railroad system no 
work clause is necessary. With regard to the quasi-work clause now provided 
for disability retirement, evidence that is available suggests to him that the 
difficulty may be with the definition of disability which has been adopted by the 
Railroad Retirement Board rather than with the work clause. 

Whether benefits can be increased without impairing solvency of the system 
is a question that Mr. Latimer believes cannot now be answered. However, it 
now appears to him to be impossible. On the proposal to permit an annuitant 
to return to service of his last employer, if a nonrailroad employer, he raises 
the question of equality of treatment between those who remain in railroad 
service until retirement and those who transfer to nonrailroad jobs prior to 
retirement. 

Compulsory retirement at a certain age, in Mr. Latimer’s opinion, might well 
have the most undesirable consequences. He believes it is more appropriate at 
the present time to ask what contribution the retirement systems might make 
toward continued employment of elderly workers. In general, he believes that 
questions such as those on spouses’ and survivors’ benefits, eligibility, and the 
social security minimum guaranty are of relatively little importance so long as 
the basic issue of the proper relationship between the railroad and _ social 
insurance systems remains undecided. 


Railroad Yardmasters of North America, Inc. 

The Railroad Yardmasters of North America, Inc., is an independent organiza- 
tion, not a member of the Railway Labor Executives’ Association. To improve 
financing, it favors increasing the tax rate to 6% percent, and adding a work 
clause which would restrict earnings to $100 per month in any employment. It 
also believes that benefits should be increased by 15 or 25 percent, and that 
average compensation should be based on the employee’s 5 years of highest 
earnings. In addition, it would change eligibility requirements to permit retire- 
ment With full annuity regardless of age after 30 years of service, and occupa- 
tional disability benefits regardless of years of service, and to reduce the age 
requirement for aged widows, widowers, and parents to 60. 


EMPLOYER ORGANIZATIONS 


Association of American Railroads 

The Association of American Railroads in its memorandum submitted in 
response to the questionnaire, states that “The railroads are unalterably op- 
posed to any increase in the taxes now imposed for the support of the railroad 
retivement system, either directly by an increase in the tax rate or indirectly 
by an increase in the tax base. They can see no possible justification for in 
creasing their retirement taxes by one means or another when those taxes are 
already so much higher than the corresponding taxes paid by other industries, 
including their strongest competitors.” 

The association also points out that not only are railroad employers’ taxes for 
retirement four times as high as those now being paid for similar purposes by 
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other employers, but also the difference is relatively even greater. This is 
because in the railroad industry the payroll absorbs a much larger part of gross 
revenue than is true in the case of industry generally. 

So far as the railroads are concerned, an increase in payroll taxes would bear 
just as heavily whether it came about through an increase in the tax rate or an 
increase in the tax base. In one respect, however, an increase in the tax base 
would be the more objectionable of the two. This is because additional revenues 
from an increase in the base would be, to a large extent, absorbed by an automatic 
increase in benefits, while additional revenue from an increase in the tax rate 
would all go to strengthen the retirement fund. The association states that “the 
railroads have not experienced the improvement in earnings that has been experi- 
enced by industry in general during the postwar pericd. For the 5 years 1946-50 
their average annual rate of return on their depreciated property investment was 
only 3.5 percent. During the same period manufacturing corporations earned an 
average annual rate on net assets of 15.7 percent. On the same basis of net 
assets, the rate of return of the railroads for the 5 years was about 4 percent.” 
In view of the financial condition of the railroads, the association believes it 
to be obvious that the railroads are not in a position to stand an increase in 
their payroll taxes, regardless of whether the increase arises from a higher tax 
rate or a higher taxable payroll. 

With regard to further liberalization of the system, the association states that 
the full effect of the 1951 changes is not known and cannot be determined until 
there has been more experience. From the best information now available, 
however, it appears that the present taxes will prove insufficient to meet the cost 
of existing benefits. Thus, it seems plain that no consideration can be given 
at this time to any proposal which would increase the cost of the railroad retire- 
ment system. 
tmerican Short Line Railroad Association 


The American Short Line Railroad Association, in its answers to the question- 
naire, indicates there should be no substantial change in either the financing 
or the benefit provisions of the present Railroad Retirement Act. However, with 
regard to disability annuities, it would replace the present denial of an annuity 
to anyone who earns more than $75 a month in each of six consecutive months 
with a work clause of $100 a month for each month separately. Also, the Short 
Line Association favors permitting a railroad annuitant to return to the service 
of his last employer if the last service was with any nonrailroad employer. 
Federation for Railway Progress 

The Federation for Railway Progress opposes any change which would make 
the program more costly, but believes that the tax rate should be reduced and 
the tax base raised to $500 per month since $500 today is somewhat comparable 
to $300 a month in 19387. The total of taxes should be the same as on the present 
base and the benefit formula should be revised to spread over the $500 base 
without increasing the over-all cost. 

A work clause for age annuitants, in the opinion of the federation, would be a 
serious deterrent to retirement at age 65, which should be encouraged. For 
disability annuitants and for survivor benefits, a work clause of $125 per month 
is favored. In the case of disability annuitants this would replace the present 
restriction of not more than $75 in each of six consecutive months. The federa- 
tion also believes that annuitants should be permitted to return to the service of 
any norrailroad employer, and that credit for service after 65 should be elimi- 
pated in order to encourage retirement at age 65. 


GOVERNMENT AGENCIES 


Railroad Retirement Board 


The Board believes that there has not been enough experience under the 1951 
amendments to enable it to recommend changes in the act at this time. As far 
us financing features are concerned, the Board believes that tax rates should not 
be increased. With regard to the taxable maximum, at the 1951 hearings a 
majority of the Board recommended an increase to $400 a month. At the same 
time a majority of the Board favored a social security type work clause with 
permissible earnings of $50 a month, the same as then under social security. No 
action has been taken by the Board on these two questions since that time. 

With regard to the disability annuity restriction under which benefits are 
denied if the annuitant is less than 65 and earns more than $75 a month in each 
of six consecutive months, the Board refers to its statement of August 5. In this, 
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examples are given which show how some annuitants have continued in regular 
employment without forfeiting their annuity by arranging with their employers 
to be paid less than $75 in one or more months of each 6-month period. At the 
1951 hearings, the bill originally proposed would have substituted a provision 
restricting earnings for a disability annuitant to $100 a month up to age 65 
and to $50 after that age. Since the $50 work clause was not adopted for other 
annuitants, the proposal has since been modified to limit earnings of the disability 
annuitants to $100 up to age 65; after age 65, of course, there would be no limit. 

With regard to the various proposals to liberalize benefits either by increasing 
the amount of the annuity or by reducing eligibility requirements, and to other 
proposals which would increase costs, such as compulsory retirement, the 
Board states “* * * the conclusion is inescapable that the railroad retire- 
ment system is at the present time not overfinanced, and if the system is to be 
maintained on a sound financial basis, no consideration can be given to liberaliza- 
tions of benefits (the obvious effect of which would be to increase the cost of 
the system) without, at the same time, considering some method by which addi- 
tional revenues could be secured to cover the added cost.” 

Bureau of the Budget 

In lieu of filling out the questionnaire, the Bureau of the Budget referred to 
its Memorandum on the Railroad Retirement System and Its Relationship with 
Other Government Retirement Systems, dated August 6, 1952. This memoran- 
dum summarizes the history of the railroad retirement system, and the statutory 
relationships between railroad retirement and social security, and discusses the 
problems of shifting employment and dual coverage as well as the financial status 
and outlook and administrative difficulties in the present railroad retirement 
system. It is the opinion of the Bureau that examination of the existing pro- 
cedures by the joint committee would reveal instances in which a simplification of 
the statutory requirements would reduce the administrative burdens and costs not 
only of the Railroad Retirement Board, but also of the Social Security Adminis- 
tration. In addition, the Bureau believes the differences in definition of eligi- 
bility and the differences and complexity of the financial and benefit structures 
of the two laws make them difficult to interpret and hard to explain to benefi- 
ciaries and to the public. 

The major possible alternatives to be studied at this time are, in its opinion: 

(1) Measures to increase the payroll contributions ; 
(2) The question of a Government subsidy ; 

(3) The tightening up of the benefit structure ; and 
(4) Complete coordination of the two systems. 

Of the four, complete coordination is preferred by the Bureau of the Budget. 
This would involve extension of full OASI coverage to all railroad workers and 
revision of the railroad retirement benefit schedule and eligibility requirements 
to make the railroad system an adequate staff pension plan. The Bureau states 
that this approach would afford substantial savings for two primary reasons: 
a more consistent over-all pattern of benefits would permit more effective pro- 
tection for more workers without so-called windfall benefits to some, and a 
common work clause would prevent both systems from paying retirement benefits 
to employed people except to those in employment not covered by either one. 

On the basis of rough actuarial exploration before the 1951 amendments to the 
railroad retirement system, it appeared to the Bureau of the Budget that through 
coordination it might be possible to have a combined tax rate of 8% percent for 
the railroad industry with the benefits then existing under the two systems as 
compared with the prevailing 1214-percent railroad-retirement tax. As the OASI 
tax rate increases over the years, the differential would diminish until, by 1970, 
it would amount to only one-half of 1 percent. However, the interim savings 
would be substantial. The Bureau of the Budget believes this to be fruitful 
ground for further exploration by the committee, taking into account the 1951 
and other amendments. The Bureau itself did not take into account the effect 
of the 1951 amendments to the Railroad Retirement Act so that its discussion of 
the possible savings from its proposed complete coordination with the social- 
security system did not consider the savings already achieved by such 
amendments. 

INDIVIDUAL 
Russell R. Reagh 

Mr. Reagh’s opinion is that railroad employees should be covered under the 
OASI and the railroad retirement system should be changed to a staff pension 
plan. In addition, he believes that an increase in tax base to $500 is justified by 
the increase in average pay since 1937. He also is of the opinion that there 
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should not be any increase in the employee tax rate, and that the employer should 
cover costs not borne by employees ; that the 50-50 basis cannot be retained with 
equity 

Mr. Reagh favors a work clause of $75 applicable to all employment and for 
both retirement and survivor benefits. For disability benefits up to age 65 he 
would reduce the disability benefits by the excess of earnings, including the 
annuity, over 75 percent of former railroad pay. 

Also, he would pay occupational disability benefits regardless of years of serv- 
ice. For the retirement benefits to be payable under a staff pension plan, he pro 
poses that average Compensation for all service should be based on the employee's 
5 years of highest earnings, that the width of pay brackets of the benefit formula 
should be doubled, and that the 1937 percentages applicable to such brackets 
should be restored. 

PENSION GROUPS 
Railroad Pension Conference 

The Railroad Pension Conference believes that the annuity should be increased 
to half pay based on 5 years of highest earnings for employees with 30 years of 
service and offers as a second choice half pay at age 60 for those with 30 years 
of service and a reduced annuity at age 55. It does not indicate how such benefits 
would be financed, except to state that if added financing proves necessary an 
increase in the tax base would be the means preferred. 

The pension conference is opposed generally to work clauses for retirement 
benefits and for survivor benefits, and would favor changing the restriction on 
earnings for disability annuities to $100 per month in each of six consecutive 
months for those under age 65. It would reduce eligibility requirements for 
spouse and survivor benefits. 

Railroad Employes’ National Pension Association, Inc. 

The Railroad Employes’ National Pension Association, Inc., believes it is 
imperative to increase benefits but that solvency must also be insured. It is of 
the opinion that there should be no correlation with social security; that rail- 
road annuities to employees, spouses, and widows should be paid on railroad 
service regardless of other benefits, and that full railroad benefits should be 
restored to those receiving or qualified to receive social-security benefits. In 
addition, the association believes there should be no restriction on earnings of 
disability or survivor annuitants. 

The association would increase all benefits 15 percent, reduce the eligibility 
requirements for disability and survivor benefits, and base average monthly com- 
pensation on the employee’s 5 years of highest earnings. The increased benefits 
would be financed by increasing the tax rate to 6144 percent and the tax base to 
S400. 


Vational Railroad Pension Forum, Inc. 

Two questionnaires were returned by the National Railroad Pension Forum, 
Inc. Mr. Charles D. Gazzo, advisory board member, favors computing compen- 
sation on the employee's 5 years of highest earnings, and reducing the retirement 
are to 60, or below that for employees with 35 years of service. He does not favor 
any increase in tax rate or in the taxable maximum, but indicates that such 
increases would be acceptable if necessary to make possible more liberal benefits, 

Mr. Walt Sands added to his questionnaire a detailed statement given a pro- 
posal of the Pension Forum for an extensive revision of the Retirement Act. Since 
the Railroad Retirement Board has stated that a substantial amount was saved 
by transferring employees with less than 10 years of service to the Social Security 
Administration, the forum believes that a transfer of workers with less than 15 
years of railroad service would save enough more to make it possible to pay higher 
benefits to the employees with long service whom they consider to be “career” 
railroad employees. Additional savings would be made if benefits to spouses 
and survivors were paid for all railroad workers under the Social Security 
Act instead of under the Railroad Retirement Act. The proposals of the Pension 
Forum are as follows: 

1. Retired railroad workers should be permitted to earn any amount without 
penalty or restriction anywhere other than in employment covered by the Rail- 
road Retirement Act. 

2. Railroad retirement and social security systems should be 100 percent inte- 
grated, paying benefits to spouses and survivors only under the social security 
system, 

3. Full retirement benefits at age 60 after 30 years of service should be per- 
mitted or full benefits after 35 years of service regardless of age. 


RAILROAD RETIREMENT LEGISLATION 145 


Grand Association of Veteran Railway Employees, Ince. 

The Grand Association of Veteran Railway Employees, Inc., states that re- 
tirement and disability benefits should be increased 15 percent and survivor 
benefits 25 percent. It believes further that average compensation should be 
based on the employee’s 5 years of highest earnings for those age 60, or with 25 
or more years of service; and that full annuities should be payable at age 60 
or after 35 years of service. The association also favors reduction of eligibility 
requirements for spouse’s benefits and removal of work clauses now existing. 

If absolutely necessary in order to pay these additional benefits, it would 
accept a tax rate of 6% percent, and an increase in the tax base to $500. 


CONGRESS OF THE UNITED STATES 
JOINT COMMITTEE ON RAILROAD RETIREMENT 
(Created pursuant to S. Con. Res. 51, 82d Cong.) 


DEAR SiR: The Joint Committee on Railroad Retirement is presently conducting 
a thorough study of the railroad retirement system. The committee would 
appreciate receiving your views on various proposals which have been made 
to change the Railroad Retirement Act. 

The attached questionnaire is intended to cover the major proposals which 
have been made to change the Railroad Retirement Act as amended in October 
of 1951. An appendix listing all congressional bills introduced since the 1951 
amendments, along with the provisions and the costs, is also attached for your 
information. 

The net cost of the railroad retirement system, after the 1951 amendments, 
was 14.48 percent of a taxable payroll estimated at $4.9 billion a year. The 
Board actuaries calculated that this cost will be reduced to 14.10 percent of 
payroll since the enactment of H. R. 7800, which increased social-security 
benefits. This presumably results because of the current relationships of the 
system with OASI. These costs compare with tax income from employees and 
employers totaling 12.5 percent of taxable payroll. Thus, present costs exceed 
present income by 1.6 percent of payroll, or $78.4 million a year. 

These costs, and those listed on the questionnaire and the appendix, are based 
on estimates prepared in 1951. Costs and savings listed on the questionnaire 
are in doliar terms, which can be readily translated in terms of percentage of 
payroll, since 1 percent of payroll equals $49 million. These figures may be 
changed somewhat after the completion of the fifth valuation in January 1953. 

The questionnaire is divided into four parts as follows: (1) Financing, (2) 
liberalization of benefits, (3) changes in eligibility requirements, and (4) 
general comments. 

The committee would appreciate receiving by September 15 your views on 
these and any other matters you feel should be called to the attention of the 
committee with respect to the financing or benefits of the railroad retirement 
system. Inquiry may be made at a subsequent date regarding relationships 
with social security. 

Sincerely yours, 
PAvuL H. DovGLas, Chairman, 


QUESTIONNAIRE 


The Joint Congressional Committee on Railroad Retirement requests that the 
following questions be answered by the chief policy officer of your organization, 
such answers to be submitted in triplicate. Where additional sheets are nee- 
“essary, answers should be identified by the number of the question to which 
they pertain. 

Most questions may be answered “yes” or “no” or with a particular figure; 
many questions may be answered “yes” to more than one subpart with con- 
sistency. 

PART I. FINANCING FEATURES 


I. The present tax rate paid under the Railroad Retirement,.Act is 614 percent 
of each railroad employee’s monthly earnings but taxes are not paid on earnings 
which exceed $3800 a month. The 6'4-percent rate is paid by both railroad em- 
ployees and employers, for a total of 1214 percent of the first $300 of each em- 
ployee’s monthly earnings. 
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Should the tax rate be increased— 


A. Not at all - Sitase diate hk ks ebiawin 
Bb. To 6% percent (yielding an extra $2 4.5 ) million @ yeat) us... 
Cc, Other : ; 7 Oe ene hh eee a 7 os 


Comment ‘. : Debtdratah Suiadatetmibadatas Anis tliat dayne 


II. At the present time, a tax of 614 percent of all monthly income earned 
during railroad employment, up to a maximum of $3800, is collected from em 
ployees and employers (a total of 121% percent). 

Should this taxable maximum be increased 
A. Not at all 2 , iia eR sas scan senate 


B. To $350 (additional revenue: $50 million a year of which $338 million would 


be absorbed by the increase in benefits resulting from the increased credit- 

able compensation base) ‘ iaeweounceoces 

C. To $400 (additional revenue: $75 million a year of which $50 million would 
be absorbed by the increase in benefits resulting from the increased credit- 

able compensation base) wks inane aileron hectare eis ie cease 

D>. To $500 (additional revenue: $100 million a year, “of which $67 million would 
be absorbed by the increase in benefits resulting from the increased credit- 

able compensation base) __--_-_~_- ai acim vin hill is cans seanain epee atl 

Sy Other nnn kw aah ES ee Ne ee Le La ee ee ee pe 
Comment —-- ; wi ccnim ice tone calc en icc Geis lineata 


III. The Railroad Retirement Act now prohibits anyone from receiving retire- 
ment benefits if the person is working in the railroad industry. However, ex- 
cept in the case of disability annuitants under 65, such a person may earn any 
amount in any other industry (except that he cannot continue in or return to 
the employ of the person for whom he was working at the time his annuity 
began to accrue.) 


A Social-security-type work clause, which would withhold annuities from 
one earning over a specified amount, has been suggested as a means of effect- 
ing savings to the railroad retirement system. 


Bs I oie he tee ei eso: ioiees 
2. Should the permissible amount of earnings be— 
(a) The same as under social security, that is, $75 per month?__---_--- 
CO CU, MN Faia. oot artes ices rec ereionen  eceaieetmaaniiaie eat sateen amaieseae sedan 
3. If a work clause of $75 is adopted, should it apply to— 
(a) All employment (saving: $43 million a year) __-_~ cceusisetae ee sictiol mpacacetens 
(b) All nonrailroad employment with the present prohibition of rail- 
i. BY 20 Pereesst. (Cost: BIOS million B YORE) nnn inno eins 
B. Other change__---- se caps doug acannon eine 
(All provisions in question III would still be subject to the disability work 
clause, ) 
Ce ieee recess sassy eciee os erases aaa eee ede eae 


IV. Disability annuities are now denied if the disability annuitant is less than 
65 and earns more than $75 a month in each of six consecutive months. 
Should this provision be changed in any of the following ways: 


A. No change at all___--___-- ie eed eee Secencet ahi es meee sls cd wings 

B. Eliminate the disability work clause (cost : . $9. 3 million a year). _- ecient 

©. Deny monthly annuity during any month in which the annuitant earns over 
oe 


$75 (saving $3.5 million a year) ovis apie a cpt ete oa i Sale teas Wonca ace aipaetndid 
D. Same as C, except liberalize restriction to $100 a month (saving: $1.5 mil- 


MOM. G: POOR) ne esciioncus iti i pice ceri ccna cpadapinaiehdieasia ale Raa 

E. Same as C, except liberalize restriction to $125 a month (cost: $2 million 

© (ROR) cammnties sweden: ao tim ms et nnn ete int hein nit iting cleat 

F. Other eee i nictiesi hie aicmeenaaieaae aaeaeatad ise aia 
COMMON Gos es ne 


V. The act now denies benefits to any employee, eligible for annuities, who 
continues in or returns to the employ of any person for whom the employee was 
working at the time his annuities began to accrue. 

Should the law be amended to enable employees to continue in or return to 
the service of— 


A. All nonrailroad persons not defined as employers under the act (cost: $2 
RIOR FORE } 6 sth tidiey hn cides dhmctidd nclotete eR Ae isl 
B. Railway labor lodges or divisions (individuals earning over $3 a month) 
(cost: less than $50,000 a year) 

















es 
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C. Other lodges or private associations (cost: less than $50,000 a year) 

D. Municipal government (cost: less than $25,000 a year) 

BE. Other 
Comment 


VI. The act presently denies survivor benefits to those earning any amount in 
the railroad industry or over $75 a month in social-security employment. 
Should this work restriction be 
A. Retained __---- 5 
B. Modified in amount 
C. Eliminated (cost: $10 million a year) 
Comment 


VII. The act now contains a provision for guaranteeing an annuity at least 
as large as the beneficiary would have received if the annuitant had been 
covered by social security. 

Should this guaranty be 


A. Retained 
B. Eliminated (saving: S16 ‘million a year) — ad 
C. In the case of an individual retiring at age 60 on a reduc ed annuity, “should 
such reduction come before, rather than after, the application of the “guar- 
anty” that total benefits are to be no less than such tot: 11 would be from social 
security if railroad service were covered by the Social Security Act (cost: 
less than $25,000 a year) - 
D. Other_ 
Comment 


VIII. Should any benefits now paid be denied (such as spouse’s benefit, wid- 
ower’s, parents’, or other)? (Specify :) 


PART II. LIBERALIZED BENEFITS 


IX. Should benefits be increased along any of the following lines: 
A. All benefits—retirement, survivors, disability— 
road earnings regardless of amount (Saving: $45 million a year) _---_ 
2. By ~--- percent. 
B. All employee retirement annuities, spouse’s benefits and pensions— 

1. 25 percent (cost: $155 million a year) 

2. By _-_-- percent. 

3. By imposing a flat minimum on employee retirement benefits (before 
the prior-service restriction) of $100 a month with no increase in 
annuities now in excess of $100 (cost: $60 million a year) 

C. All survivor benefits— 
1. By 25 percent (cost: $25 millian a year) 
2. By ~--- percent. 

D. Widow’s benefit— 

1. To be no less than one-half of annuity, if any, for which employee 
was eligible at time of death had he then been 65 years of age (cost: 
$45 million a year) 

A a 

E. List what, if any, maximum or minimum amounts should be imposed by law 
on which of the various types of benefits. 


X. Under the current act, “monthly compensation” on which benefits are based 
is the average of creditable compensation paid in the period of service counted. 
For those in “employment status” on August 29, 1935, such service before 1937 
may be used to bring total service up to 30 years. For purposes of computing 
“monthly compensation” for all years prior to 1937, the average for the years 
1924-31 is used. 

Should the “monthly compensation” on which benefits are based be— 


A. The average compensation for the employee’s 5 years of highest earnings? 
1. For all employees (cost: $55 million a year) ----------__-------.-~-- 
2. For those age ____ and/or who have -__- years of service. 
B. The average compensation for the employee’s highest five consecutive years of 
earnings up to age 65 (cost: $54 million a year) ----.-------------------- 
C. For service performed before 1937 changed from the 1924-31 average to the 
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average for the period after 1936, if more favorable to the eee (cost: 


$25 million a year) si wie 
D. For service performed before 1! 937, chi inged from the 1924-31 average to the 
average for the total years of service, including both prior and subsequent 
service (would increase some annuities but decrease others; cost figure not 
available since this would involve reconstructing all prior service earnings 
and recomputing most annuities) —--~-~- si ls ess wes eerie ins ainsi eke oatodicome 
i: ™ . is sik a fecha snbibaiotmnts 


Comment___-__-_- 
PART III. CHANGES IN ELIGIBILITY REQUIREMENTS 
Present eligibility requirements for age retirement are that the employee must 
be age 65 or be age 60 if he has 30 years of service. Women retiring between the 
ages 60-65 receive full annuities. Men, however, are subject to a reduction in 
annuity of one one-hundred-and-eightieth for each month they are younger than 


age 65. 
XI. Should any of the following changes be made in the eligibility require- 


ments: 


A. Provide full retirement annuities for employees (regardless of age) who 
plo} 


retire— 
1. After 30 years of service (cost : $165 million a year) ----------------- 
2. After — years of service. 
B. Provide full annuities for those retiring with at least 30 years of service— 
1. At age 60 (cost: $74 million a year) _------~- ae cae a he cle aes al 


Be MO name 
C. Reduce the age requirement for receiving full annuities for those with at least 
10 years of service from age 65 to— 
1. Age 60 (cost: $83 million a year) ae Sceencakpeeste acon san teebetiaw dade Eaves 
NR vstiec edi oa ia thse iesintard cies tl ea eee 
D. Present eligibility requirements for aged widows’, widowers’ “and parents’ 
annuities are that the survivor must be age 65. Should the age require- 
ments for these annuities be— 


1. Eliminated altogether (cost: $ $49 million a year) --_------ (nlnltintlaciad 
2. Lowered to age 60 (cost: $26 million a vear) oS take ani sia 
3. Lowered to age 55 (cost : $85 million a year) é scion . 
4. Other change ae . , ; he a 


E. Credit prior service (pre-1937) of employees on furlough on first enactment 
date (August 29, 1935) who are otherwise unable to receive credit for such 
service under the present act. (Cost: less than $50,000 a year) - a ide 


EF. Permit oc upational ad sability benefits re wardle ss of 


1. Years of service (cost: not available) ial eh aired vi cl isa laser at 
2. Age (cost: not available) i raise ahd ali iaaciapaasiiiaian tance 
36. Other change in provisions for disability Nadir ca Diese wa ated cde 
G. Should any change be made in requirements for proof of tots il disability? a 


H. Other change in eligibility, age, ete., for any benetits . “ 
Comment - a — — 
XIt. There have been proposals for compulsory retirement at specific ages 
such as 65, 68, or 70) for all railroad employees or specified railroad occupations 


(such as engineers and others). Cost of compulsory retirement would depend on 
specific proposals, 
With respect to such proposals, do you favor— 

A. No change ; sinati ella Ab tacndikaitaaelanda nici _ 

Lb. Compulsory retirement at age for incitaalacedmiaainaaahaiees 
(types of railroad occupation) 

C. Encouraged retirement at age » ROL — sain casein eaiamanaiai 
by (what method). 

D. Other — a. 


Comment ae 


XIIT. A monthly spouse's benefit is now paid under the act, amounting to an 
additional 50 percent of the married retired annuitant’s benefit, up to a maximum 
of $40. To be eligible for this, both the annuitant and his spouse must be 65 vears 
of age, and if the spouse is a husband, he must be “dependent” on his retired 








soneceaiill 
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wife. If the spouse is a wife with a dependent child under the age of 18, the 
spouse’s benefit is payable regardless of her age. 


A. Should a spouse, age 65, of a disability annuitant under age 65, be permitted 
to receive a spouse’s benetit as though 
$1.25 million a year) 

B. Should a dependent husband, age 65, of a female annuitant receiving a full 
annuity at age 60, be permitted to receive a spouse’s benefit as though the 
annuitant were age 65 (cost: less than $25,000 a year) 

C. Should a spouse, ag 
receive a spouse's benefit as though the annuitant were age 65 (cost $1.5 
million a year) ‘ aaa 

D. Should the age requirement for a spouse’s benefit be reduced from age 65— 

1. To age 60 (cost: $22 million a year) ‘ en bce 
2. Other . : nm 
k. Other change as 
Comment : 


the annuitant were age 65 (cost: 






e 65, of any annuitant regardless of his age, be permitted to 


XIV. The act contains an “insurance lump sum” death payment for deaths 
when no monthly benefits are payable immediately (The changes proposed 
below would result in saving of less than $50,000 a year.) 


Should this “insurance lump sum” be paid 


A. Only to reimburse the payer of funeral expenses a ee 
B. Only to the widow found to have been “living with’ the employee at his death, 
and, if none exists, only as in (A) selectins 
C. In no case to “nondependent” children or parents or “nonliving with” widows, 
except to share as they otherwise would in the residual benefit-__.__.__-_---- 


D. Other change in recipient sae leit ace tain aieceasgahceenee mae sli 
E. Change in amount or basis of computation__-_-~ sin tht cli ind acuta eee aaa 
Comment :----- oie tae oes =m = sin sdipce aap sap isp acon sameeren 


PART IV. GENERAL 


XV. Below are listed various ways of liberalizing benefits paid to beneficiaries 
under the Railroad Retirement Act. 


A. A flat across-the-board percentage increase in all benefits 

B. Selective percentage increases 

C. A lowering of the age requirement for receiving full benefits 

D. Computation of annuities on a more favorable basis (such as five highest 

years, last 5 years, etc.) 

A CRROP nk, : ae . ce ; 2 oa 
(1) Indicate your choice of methods in order of preference, identifying each 

proposal by the letter after which it appears. 


First LJ Second Third Fourth Fifth 2 


px 


(2) Which of these methods, if any, would you favor even though it is under- 
stood that additional revenue will be required? Indicate how you would revise 
your order of preference under such conditions. 


First _) Second Third Fourth _) Fifth 


XVI. In order to pay more liberal benefits under the Railroad Retirement Act, 
the following financing proposals have been suggested : 


A. Increase tax base 
B. Increase tax rates 
C. Put in a “work clause’ ’to deny benefits to those earning over a specified amount 
es SRO sicsiccarne is its cel ca ii es pag a a he shaddaceseuataedanacaeen at 
(1) Since added financing features are not popular, except insofar as they 
can help to pay for more liberal benefits, it is assumed that none will be favored. 
However, should a new financing feature prove necessary, regardless of in- 
creases in benefits, please indicate your choice of financing proposals in order 
of preference, identifying each proposal by the letter after which it appears. 
First _J Second Third Fourth | 
(2) Indicate your choice of financing proposals which your organization would 
accept in order to make possible more liberal benefits. 


First L, Second () Third LJ Fourth ( 








150 RAILROAD RETIREMENT LEGISLATION 


XVII. What combination of changes do you think should be made in the 


XVIII. What do you consider to be the proper role and responsibility of the 
Federal Government? 


i Se ee Se Gee OE I, GRD, Bvt tein nceennsse en 


B. In the railroad retirement system ?___-- 


XIX. Are you satisfied with the present administration of the railroad retire- 
ment system by the Railroad Retirement Board ?_-~-~~- 


(Office held) 


(Organization) 


are covered by the Railroad Retirement 
Act) 


RAILROAD RETIREMENT 


APPENDIX 


Below are listed all bills affecting the railroad retirement 
been introduced in Congress since the passage of the 1951 am 


Bill No. 


H. R. 6228 


H. R. 6924 


H.R. 7038 
H. R. 8126 


H. R. 8323 


H. R. 8871 


8. 2794...-. 


Sponsor 


Mr. Rees 


Mrs, Kee 


| 


Mr. Patten.-...._-. 
Mr. Jonas ‘ 





Mr, Langer- . , 


Mr, Van Zandt.....- 


do -- 


Date Proposal 


Jan. 24,1952 | Provided a spouse’s benefit 
to a 65-year-old wife or de- 
pendent husband of a dis- 
ibility annuitant regard- 
less of the age of the an- 
nuitant himself. 


Provide full retirement 





Mar 


6, 1952 | 1, 


annuities after 30 years 
60 


of service or at age 

2. Reduce age requirem 
for a spouse or sur 
ing widow, widower, or 
parent from 65 to 
age 60. 

. In computing annuities 
for prior service, use 
earnings period after 
1936 where more favor- 
able, instead of the 
present base period 1924- 
31. 

Mar. 12, 1952 ame as H. R. 6924 

June 9,1952 | 1. Define “monthly com- 

pensation”’ as the aver- 
age compensation paid 
to an employee for his 
highest 5 consecutive 
years of service up to 
the end of the year in 
which he attains age 65. 

2. Provide a flat $100 mini- 
mum retirement annu- 
ity. 

3. Deny survivor annuities 
to widowers 

4. Reduce age for widow’s 
insurance annuity from 
65 to 55. 

5. Permit a widow’s annu- 
ity to be less than she 
received as a 

| annuity 

6. Permit payment of a sur- 








age 


an 





TR 


spouse’s 


vivor annuity for any 
month during which 
the beneficiary works 


for an employer under 
the act or earns $50 a 
month in employment 
covered under the So- 
cial Security Act 
7. Increase all ‘‘pensio 
by 30 percent up to a 
maximum of $160 
Eliminate guaranty that 
benefits under the 
Retirement 
should be no less t 
they would be if 
were payable under the 
Act 


Credit prior service with- 


zt 


Rail- 
road 


Social Security 





out limitation, el 

nating present provi- 
sion that only 30 years 
of total service can be 


credited when any serv- 
ice before 1937 is used in 
computing the annuity. 

Base average compensa- 
tion attributable to 
prior service on earn- 
ings after 1936. 





June 20,1952 | Strike last paragraph of sec 
3 (b) which eliminates 
payment of dual benefits 
by railroad retirement and 
social security serv ict 
prior to 1936. fective on 
enactment 

June 26,1952 SameasH.R 





tive Oct. 31, 


LEGISLATION 


system which have 
endments. 


Estimated cost 


About $1.25 million a 
year. 


5.5 percent of payroll 
($270 million a year). 


Do 
3.10 percent of payroll 
($152 million a year). 


1.75 percent of payroll 
($86 million a year 
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STATEMENTS AND LETTERS CONCERNING JOINT COMMITTEE QUESTIONNAIRE 


Rartway Lasor Executives’ ASSOCIATION, 
September 12, 1952. 
Hon. Paut H. DouGtLas, 
Chairman, Joint Committee on Railroad Retirement, 
United States Senate, Washington, D. C. 

Dear SENATOR DouGLAs: The railway labor organizations represented in the 
Railway Labor Executives’ Association have authorized and directed the associa- 
tion through us to submit on their behalf their answers to the questionnaire that 
has been sent them by the Joint Congressional Committee on Railroad Retire- 
ment. The answers attached hereto are the answers of the following organiza- 
tions: 


Switchmen’s Union of North America 

The Order of Railroad Telegraphers 

American Train Dispatchers’ Association 

Railway Employees’ Department, A. F. of L. 

International Brotherhood of Boilermakers, Iron Ship Builders, and Helpers of 
America 

International Association of Machinists 

International Brotherhood of Blacksmiths, Drop Forgers, and Helpers 

Sheet Metal Workers’ International Association 

International Brotherhood of Electrical Workers 

Brotherhood Railway Carmen of America 

International Brotherhood of Firemen and Oilers 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and 

Station Employees 

rotherhood of Maintenance of Way Employees 

rotherhood of Railroad Signalmen of America 

National Organization Masters, Mates, and Pilots of America 

National Marine Engineers’ Beneficial Association 

International Longshoremen’s Association 

Hotel and Restaurant Employees and Bartenders International Union 

Railroad Yardmasters of America 

Brotherhood of Sleeping Car Porters 


B 
B 


As we pointed out at the hearings before the committee on August 5, the 1951 
amendments to the Railroad Retirement Act have been in operation for too brief 
a period for us to be able to make any real appraisal based on observance of 
actual operation. Also, the fifth triennial valuation of the railroad retirement 
account is now being made but has not been completed. Pending the completion 
of this valuation we have very little more information concerning the financial 
aspects of the system than was available when the 1951 amendments were under 
consideration. For these reasons we are not in a position at this time to make 
specific and concrete recommendations of any changes in the system. Neces- 
sarily, also, the views expressed in the attached answers to the questionnaire 
must be understood to be tentative and subject to revision in the light of future 
developments and the acquisition of information not now at hand. 

We regret that we cannot make more concrete and positive reeommendations 
at this time. As you know, it is our continuing purpose to have the railroad 
retirement system provide the best possible benefits consistent with the main- 
tenance of sound financing. If and when there is an adequate basis for con- 
cluding that changes should be made in accordance with this purpose, we shall 
recommend them. At the present time we must confine ourselves to the general 
recommendation that for the time being the system be allowed to operate without 
further changes. 

Respectfully yours, 
G. E. LEIGH ry, 
Chairman, Railway Labor Erecutives’ Association 
LESTER P, SCHOENE, 
Counsel, Railway Labor Executives’ Association, 
(For all organizations represented in Railway Labor Executives’ Association). 


ANSWER TO QUESTIONNAIRE 
Since in most instances our answers will require the attachment of additional 


sheets we are setting forth below our answers to the several questions, the 
answers being numbered to correspond to the questions. 
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PART I. FINANCING FEATURES 


I. When the 1951 amendments were under consideration the sentiment of 
railroad employees was very strongly against any increase in the tax rate. 
Consequently in the preparation of our recommended program we considered 
ourselves circumscribed by the requirement that such improvements in benefits 
as were possible must be achieved without any increase in the tax rate. We 
have found no indication of any change of sentiment in this respect. 

II. In our recommendations of amendments in 1951 we proposed an increase 
in the maximum taxable monthly earnings from $300 to $400. In support of 
that recommendation we pointed out that in relation to current earnings a 
$400 maximum is lower than the $300 maximum was when it was adopted and 
that consequently even under a $400 maximum a smaller percentage of the 
total payroll would be taxed than was originally taxed under the $300 maximum 
There has been no change of circumstances relevant to the validity of this 
recommendation. However, Congress did not see fit to adopt our recommenda- 
tion last year and we would not at this time recommend the consideration of an 
amendment dealing with this subject alone. 

III. Our recommended program in 1951 included a $50 work clause correspond- 
ing to that then in effect under the social-security system. This recommendation 
was included with some reluctance and solely as a means of achieving savings 
that were considered necessary to permit making the improvements in benefits 
that we were recommending without departure from prudent financing. Since 
that time the permissible earnings under the social-security work clause have 
been increased to $75. We would not feel warranted in recommending a clause 
more stringent in this respect than that applicable under the social-security 
system and a $75 work clause considerably reduces the savings as compared with 
a $50 work clause. We therefore recommend no change in this respect at this 
time. 

IV. There is evidence that the conclusive presumption of recovery from dis- 
ability based on earnings of $75 a month in each of six consecutive months is 
not operating very well to accomplish the desired purpose. In some instances it 
works undue hardship on the individuals and in others it may be abused through 
evasive devices. The objective should be to have some simply administrable 
arrangement that encourages disabled employees to rehabilitate themselves, 
restore their earning capacity, and resume their place in the labor force instead 
of remaining on the retirement rolls. It is not proper that individuals who have 
substantially recovered their earning capacity should continue to draw retire- 
ment benefits. On the other hand, it is not proper that individuals who have not 
recovered substantial earning capacity should be deprived of their benefits by 
reason of their as yet unsuccessful efforts to do so. We have not been able to 
evolve an arrangement that we could confidently recommend as a solution to the 
problem. Of the various arrangements that have been suggested we are inclined 
to the view that item D in the question (a $100 per month work clause up to 
age 65) offers the most hopeful approach but we are not sufficiently confident 
that this is so to assume the responsibility of recommending it at this time. 
We are hopeful that the committee’s investigations may shed such light on the 
problem as to permit a better judgment to be made. 

V. We have no reason at this time to recommend any change in this respect. 

VI. We have no reason at this time to recommend any change in this respect. 

VII. The minimum guaranty of benefits not less than would have been received 
if the employee had been covered by the social-security system was restored to 
the Railroad Retirement Act upon our recommendation in the 1951 amendments. 
We feel very definitely that it should be retained. With respect to item C, we 
see no reason at this time for recommending any change in the present method of 
applying the guaranty with respect to annuities reduced for retirement prior to 
attaining age 65. 

VIII. No benefits now paid should be denied. 


PART II. LIBERALIZED BENEFITS 


IX. Since any liberalization of benefits is necessarily associated with the prob- 
lem of prudent financing and since the current triennial valuation of the railroad- 
retirement account has not been completed, we are not able at this time to 
determine what liberalizations of benefits can or should be made without impair- 
ing the financial soundness of the system. 

X. The present method of determining the monthly compensation for prior 
service was originally adopted for several reasons: (1) Payrolls to verify the 
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actual prior service earnings for the entire period of creditable prior service 
were in most instances unavailable; (2) the use of the 1924-31 period was con- 
sidered generally more favorable to the employee than the actual prior service 
earnings would have been since it eliminated both the depression years and the 
years of relatively lower wage rates prior to 1924; (3) since no taxes were col- 
lected on prior service earnings it was considered desirable from the standpoint 
of cost determination to base the monthly compensation attributable to prior 
ervice on a past period as to which the cost would be ascertainable rather than 
upon unpredictable future earnings. The disparity between current wage rates 
nd those prevailing in the 1924-31 period has caused some dissatisfaction with 
he use of that base and it may be that the continuing validity of the reasons 
for its use under changed circumstances may sometime require reexamination. 
Howeve we do net recommend any change in this respect at the present time. 


PART ITI. CHANGES IN ELIGIBILITY REQUIREMENTS 


XI. For the reasons pointed out in the answer to question IX with respect 
to liberalized benefits we are likewise unable to make any present determination 
vith respect to changes in eligibility requirements. 

XII. We do not favor any change in the present law with respect to compulsory 
or encouraged retirement. 

XIII. Liberalization of the eligibility requirements for a spouse’s benefit raises 
the same financial problems as liberalization of eligibility requirements for other 
benefits or liberalization of benefits and for the same reasons we cannot at this 
time determine what, if any, changes should be made. 

XIV. The savings that might be realized from any of the suggested changes 
are not sufficient to warrant their consideration at this time. 


PART IV. GENERAL 


XV, XVI, and XVII. Since there has been insufficient experience with the 
operation of the 1951 amendments and since the current triennial valuation of 
the railroad retirement account has not been completed, we are unable at this 
time to make any determination concerning the desirability of changes in bene- 
fits or in financing. The requested ranking of choices of liberalizing and financ- 
ing methods is likewise impossible since the need for liberalization depends upon 
experience that we have not yet had and the method of financing would depend 
upon financing requirements which we do not yet know. 

XVIII. The proper role and responsibility of the Federal Government in the 
general field of retirement would appear from experience to be evolutionary rather 
than static. We do not feel, therefore, that it is susceptible of such definition 
as the question presupposes. Likewise the proper role of the Federal Govern- 
ment with respect to railroad retirement may require reexamination from time 
to time in light of any changes that may occur in the general field. For example, 
the railroad retirement system has always been predicated on the concept of self- 
sufficiency without dependence upon any Government contribution. There is, 
however, a fairly widespread belief that there should be and will be a Govern- 
ment contribution to the general social-security system. Any developments along 
these lines would call for examination into the equitable requirements with 
respect to the railroad retirement system under the circumstances. 

XIX. On the whole, we are satisfied with the present administration of the 
railroad retirement system by the Railroad Retirement Board. Its record for 
efficiency and economy is to the best of our knowledge excellent. There are occa- 
sions when the handling of a particular matter gives rise to complaint and we 
may tend to feel that the matter could have been handled better in some other 
way, but this is to be expected in a large agency with personnel of varying capac- 
ity and sensitivity. We have found the Board very cooperative with our organi- 
zations and always receptive to any suggestions for improving its administration. 


WASHINGTON, D. C., October 31, 1952. 
Hon. Paut H. Dovuetas, 
Chairman, Joint Committee on Railroad Retirement, 
Washington, D. C. 
Dear SENATOR DovuGLas: Some time ago I was requested by the four railway 
operating brotherhoods to prepare for them a reply to the questionnaire distrib- 
uted by your committee last August. For a number of reasons which are touched 
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upon in the attached report, it did not seem to me possible to give specific an- 
swers to the questions propounded in a form which would be useful. My response 
to the request, therefore, toek the form of a report te the organizations in which 
I commented on rather than answered the various queries. 

It was my initial idea that the response to you would come directly from the 
organizations. However, I have now been asked by them to send the comments 
I have made directly to you, in order to save time and with the hope that they 
might be of some assistance to your work. 

To a degree even greater than is true for social security, anyone attempting to 
analyze the railroad retirement system is wholly dependent for data on the agency 
administering the system. There are several sources from which one may derive 
relevant data useful for the analysis of a system which applies to substantially 
all the gainfully occupied population—most notably, of course, the census data. 
But there are also valuable nongovernmental studies of various aspects of OASI. 
In the case of the railroad system, the Interstate Commerce Commission and the 
Railroad Retirement Board are the only sources of data; and, apart from pay- 
rolls, the Interstate Commerce Commission materials have quite limited useful- 
ness for social insurance purposes. The only two private studies of railroad 
retirement of which I have any knowledge have no bearing on present problems. 

There is a substantial volume of currently uncompiled data which would be 
extremely useful in analyzing the railroad retirement operations. Some will 
normally be produced in connection with the fifth actuarial valuation; but some 
of it has never been put together so far as I know. The valuation itself, if 
predicated upon a single-service table, may have limited use because there will 
be no way for anyone outside the Board ot do more than speculate upon the 
reasonableness of certain alternative assumptions. As I indicated at the August 
hearings, I hope to make some suggestions as to data which might be compiled. 
Any effort to make suggestions, however, runs, for me, against the obstacle of 
lack of knowledge as to what equipment is available and what are the alternative 
demands. The data essential for the valuation, of course, ought to come first. 
And there is no point in suggesting compilations if they cannot be made available 
before 1954. 

If, however, the Railroad Retirement Board were to have access to and use 
of electronic computing and tabulating equipment, the possibilities for speedy 
compilation of comprehensive data would be enormously increased. About a 
year ago the electronic equipment of the Bureau of Standards was, I understand, 
used to a very limited degree, and a search for suitable governmental projects 
was in active progress. If it should prove possible to use this equipment for a 
few days, which your office might well be able to arrange, the area of practical 
suggestion would be multiplied. 

Respectfully submitted. 

Murray W. LATIMER. 


REPORT TO BROTHERHOOD OF LOCOMOTIVE ENGINEERS, BROTHERHOOD OF 
LOCOMOTIVE FIREMEN AND ENGINEMEN, ORDER OF RAILWAY CONDUC- 
TORS, AND BROTHERHOOD OF RAILROAD TRAINMEN ON FIRST QUESTION- 
NAIRE OF JOINT CONGRESSIONAL COMMITTEE ON RAILROAD RETIREMENT 


The questionnaire sent on August 19, 1952, to the various groups interested 
in the railroad retirement system is composed of 19 questions, most of which 
have numerous subdivisions. These questions fall into five general groups: 
(1) taxes; (2) the concept of retirement; (3) increases in benefits by general 
or selective formulas; (4) changes in age, service requirements, and other con- 
ditions precedent to eligibility for and receipt of annuities and survivor bene- 
fits; and (5) generalizations as to form of changes in benefits and as to methods 
of financing. 

It seems to me impossible, at the present time, to give a rational answer to 
most of the questions. It is also true, in general, that the approach embodied in 
the major part of the questionnaire can never be satisfactory since the character 
of the subject matter is such that fragmentation inevitably distorts. Any effort, 
therefore, to isolate single factors, as the questionnaire does, is bound, if re- 
spondents rashly attempt replies, to lead to sets of answers internally inconsistent 
and hence useless. 

In order to be as helpful as possible, I think it may be useful in this memo- 
randum to make some preliminary comments on financing and underwriting and 
then to comment specifically on the questions to indicate why, in my judgment, a 
definite answer is premature. 
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The subject of the proper relation of the Federal Government to social in- 
surance institutions in general, and to federally sponsored systems in particu- 
lar, is a very broad topic, involves many and difficult questions, largely un- 
formulated and none susceptible of definitive answer at this time. One small, 
though crucial, part of this complex of Federal-social-insurance-institutional 
relations is the question as to whether congressional policy should be that a 
condition precedent to approval of a federally sponsored institution should be 
the inclusion, in the basic legislation, of a schedule of taxes imposed on the 
potential beneficiaries and their employers, sufficient, with the investment yield 
on any accumulated reserves, to pay the benefits based on the covered em- 
ployment, together with the expenses of administration, without resort to sup- 
plements from other sources. A second question is what shall be done if, as has 
happened in the operation of every such institution, public or private (save 
those which make no definite benefit commitments), there occurs a disparity 
between assets and liabilities. 

This first of the two questions is phrased thus narrowly because it is in this 
form that the Congress has dealt with it repeatedly. Insofar as the category 
of old age and survivors insurance is concerned, the congressional answer seems 
to me clearly “yes”; and, further, that the taxes shall be divided equally be- 
tween beneficiaries and their employers. 

Congress has not had occasion, in either action or reports, to indicate di- 
rectly a policy in its respect to the scope of its underwriting commitment on 
social insurance obligations. But, by inference, I think there cannot be much 
doubt what the policy is: The Federal Government will not undertake to make 
good from general revenues and, conversely, the general revenues will not gain 
from the inevitable deviations between liabilities and assets under a fixed set 
of benefits and taxes. These policies, if continued, mean that an error of esti- 
mate as to proper tax levels in 1952 (except as regards railroad retirement and 
social security, a possible interchange referred to hereinafter as the “social 
security differential’) will be rectified by actions confined to the area within 
which the employment gives rise to benefit credits and tax liability. 

If the error fixes the tax too high, either future beneficiaries will get more 
or future taxpayers, both confined to the affected employment area, will pay less. 
If the error fixes the tax too low, either the beneficiaries must get less or the 
taxpayers suffer an increase. To say only this much leaves many problems. 
But if these are the congressional policies, they ought to be stated bluntly and 
faced. There is nothing in the character of social insurance which is calculated 
to make the consequence of delay less harmful than in other fields. This is par- 
ticularly true, it seems to me, of the present situation. 

There are other matters relating to finance to which reference is appropriate 
in these preliminary observations. First, the 1951 amendments introduced for- 
feitures as a basic part of the financial support for the railroad-retirement sys- 
tem. Previously the rate of employee exit from covered employment for reasons 
other than death or retirement on annuity was a relatively minor matter; 
under the 1951 amendments forfeitures have become a condition of solvency. 
This fact has enormously increased instability; no other magnitude involved 
in the system can change so fast over short periods of time. The fifth valua- 
tion results will be influenced in no small degree by the selection of the period 
in which the experience as to withdrawals is measured. 

In previous valuations the level of the rate of disability retirement did not 
significantly influence over-all valuation results; acceleration of benefits was 
offset by shortened life expectancy and (in the fourth valuation) by annuities 
smaller in amount than those payable for age. In the fourth valuation, how- 
ever, experience with occupational disability was derived from too brief a period 
to be significant. Recent developments seem to indicate that whatever the con- 
dition which may give rise to the award of an annuity under section 2 (a) 4 
of the Retirement Act, the adjective “disabling,” in any sense known to me, is, 
in some cases at least, no longer descriptive. To the degree that the previous 
connection between disability and retirement on full annuity has been broken, 
a retirement process which has hitherto acted as an underwriting hedge has 
ceased to operate and, rather may have been transformed into simple accel- 
erated retirement. 

These factors are emphasized here because they ought to come into sharp 
focus in the fifth valuation and will require important decisions entailing wholly 
new standards of judgment related to highly complex variables; the decisions 
cannot be judged unless accompanied by the results flowing from choice of other 
equally suitable periods as the basis for the measurements. 
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One other financial matter needs to be referred to: The “social-security differ- 
ential.” A brief review of the history of this differential may not be inappro- 
priate. The financing of the Railroad Retirement Act of 1937 was predicated 
upon the tax levied under the Carriers Taxing Act which was intended to be 
sufficient, with interest on the expected reserve accumulations, to provide for 
the benefits and costs of administration of the system except for a social- 
security differential roughly comparable to that which was included in the 
Railroad Retirement Act amendments of 1951. The hearings before the con- 
gressional committees on the 1937 act make no reference to this differential. 
It was thought most important, at that time, to avoid any reference in the 
hearings before the Ways and Means Committee to the benefits to be provided 
under the Retirement Act, and in the hearings on the Retirement Act to avoid 
any reference to taxes. There were some such references in both committees; 
in the preparation of the record for printing these were substantially eliminated. 
Had there been any discussion of the differential, it probably would have 
occurred in my testimony since I had injected the subject in the discussions 
between the representatives of railroad managements and labor and had brought 
the problem to the attention of the Social Security Board. So far as I can now 
recall, the social-Security differential was not mentioned because there was no 
way to describe it without making clear the intimate link between the retire- 
ment and taxing acts which all concerned deemed unmentionable. 

The Railroad Retirement Act of 1937 and the substantially concurrent Car- 
riers Taxing Act, taken together, contained what was intended to be a measure 
of the “social-security differential.” Thus section 15 (d) of the Retirement Act 
provided that the reports of the actuarial valuations to be were to contain an 
estimate of the reduction in liabilities under title II of the Social Security Act. 
The Secretary of the Treasury, at intervals of not longer than 3 years, was to 
estimate the reduction in the amount of taxes collected under title VIII of the 
Social Security Act by reason of the exclusion therefrom of individuals covered 
under the Carriers Taxing Act (sec. 9 (b)). 

The Railroad Retirement Board understood the direction in the Railroad 
Retirement Act to relate to the original Social Security Act; by the time the 
first valuation was begun the 19389 amendments had made the original provisions 
obsolete. The direction to the Secretary of the Treasury was dropped, I believe, 
in the 1989 codification of internal-revenue laws; at any rate, it is not now part 
of the Railroad Retirement Taxing Act. 

While the settlement of the social-security differential incorporated in the 
1951 Retirement Act amendments differs from that originally contemplated and 
is, in form, retrospective, a proper valuation must, of course, take it into account 
prospectively. 

Measurement of the differential raises a number of important questions of 
method. On some of these I shall have some comment in a later memorandum; 
one point may be worth mentioning now because it involves concept as well as 
method. 

In 1937, and in the methods of actuarial estimate recently used, the social- 
security differential in the excess of (i) the present value of the increase in 
social-security benefits which would become (or have become) payable under 
title II if the exclusion of Railroad Retirement Act coverage had been eliminated 
as of January 1, 1937, over (ii) the present value of the taxes payable under past 
and current tax schedule in the Federal Insurance Contributions Act and its 
predecessor. In 1937, when the first attempt at measuring the differential was 
made, there was perhaps no better alternative. But as the recent amendments 
to the Social Security Act have made clear, the assumption that the cost side 
is to be measured by the tax schedule would lead to quite peculiar results. 

Consider, for example, what the situation was without the social-security 
amendments of 1950; these amendments are said to have reduced the net cost 
of the Railroad Retirement Act by 0.33 percent of the covered railroad payroll. 
This was a net figure in which the major factor, I have no doubt, was a larger 
social-security differential resulting from (under the assumption followed) the 
increase in social-security benefits without any change in the tax schedule. The 
tax schedule did not require changing because, since the estimates for the 1950 
amendments were prepared, the wage level shifted so that the estimated level 
cost for the new and higher benefits was no higher in relation to payroll—in fact, 
slightly lower—than the corresponding cost as finally estimated for the 1950 
amendments. 

Under existing congressional policy it is to be assumed that taxes will be no 
higher than is required for support of the benefits. Therefore, without the 1952 
Social Security Act amendments, the social-security tax schedule was too high. 








LS6 RAILROAD RETIREMENT LEGISLATION 


If the tax schedule had been set so as not to exceed the level cost, the social- 
security differential (by the Railroad Retirement Board or any other estimates ) 
would necessarily have been substantially greater than it was reported to be, for 
the present value of future taxes was overstated, If the tendency for social 
security to lag behind upward movements of wages continues, a differential 
in favor of the railroad retirement fund will be understated by present methods, 

The present social-security tax schedule is based on an estimate of cost 
arrived at after examining the level-premium costs (expressed as percentages 
of payroll) predicated upon two sets of factors which might rationally be ex- 
pected, under certain conditions, to occur in combination and to produce a 
relatively low level of costs on the one hand and a relatively high level on the 
other. The tax schedule is set primarily with reference to assumptions which 
fix level costs at a point about midway between the high and low estimates; that 
is, taxes on the one hand and benefits and administrative expenses on the other 
are in balance if, on such assumptions, the present value of the tax schedule is 
the equivalent of the level-cost percentage properly adjusted for existing reserve 
accumulations. After the 1952 amendments the present value of the tax sched- 
ule under these intermediate assumptions, with future tax receipts discounted at 
21, percent, per annum compounded annually, would have been equivalent to a 
flat percentage of 5.83 percent of payroll. The level-premium cost—that is, the 
present value (again assuming 244 percent interest) of benefits and administra- 
tive expenses less the reserve accumulation, equated to the present vaiue of the 
base used for the tax values—was 5.85 percent of payroll. At interest earnings 
on reserves of as much as 214 percent—perhaps 2.3 percent—the 0.02 percent 
theoretical deficiency would disappear. 

However, the level cost of title II benefits is, say 6% percent rather than 
5.85 percent of payroll. This could happen, of course, without changing in any 
way the present values of social-security benefits to railway employees. Until 
the social-security tax schedule is adjusted there would appear to be a social- 
security differential of 0.65 percent of railroad payrolls which would not come 
into existence unless and until Congress will have changed what is now the 
stated policy. Without a clear change in policy it would certainly be dangerous 
to count on a differential arising from inevitable errors of estimate; and it is 
unlikely that the magnitude of the social-security differential, however estimated, 
will be as large as the standard error of the basic social-security tax rate. 

It is also relevant to point out in this connection that, first, if the probable 
error of estimate for the social-security and railroad systems had the same 
relative magnitude in relation to the presently estimated level costs, the absolute 
magnitude of the error in the railroad estimates is about twice as great as in 
social security ; and, second, the differences in the size of the two groups involved 
increases substantially the size of the unavoidable railroad error in comparison 
to that of social security. These first two observations relate to technical 
considerations concerning which there will be no dissent from competent 
observers. 

Given the assumptions that the latest level-cost percentage for the railroad 
retirement system is intermediate in the sense of the intermediate estimates 
for title Il benefits, and that for both systems the standard error of the level- 
cost estimate is 10 percent of the intermediate figure, it would follow that the 
chances of the railroad costs exceeding the estimate would be about four times 
as great as the chances that the intermediate estimate for social security will 
be exceeded. I know of no way to test the correctness of these assumptions; 
but they are, it seems to me, prima facie reasonable. But there can be no 
doubt whatever that if the cost of the railroad system turns out to be larger 
than the present tax rate, the social-security differential cannot under any 
conditions whatever cover more than a minor part of the excess. 

It is finally to be noted that it is far from certain that the differential will 
turn out to be in favor of the railroad system. In the differential is (for rail- 
road retirement) negative, a general increase in social-security benefits which 
does not affect relative costs of the several classes of benefits would increase the 
negative differential. Generally speaking, so long as full employment continues 
the method here suggested would probably favor the railroad retirement account, 
since there would be a fairly continuous fall in the level costs of social security. 
Thus Mr. Myers’ calculations (Social Security Bulletin, March 1952, p. 15) 
showed a differential against railroad retirement of 0.12 percent; the method 
suggested here would have indicated (assuming the whole tax schedule to have 
been adjusted in equal ratio) a favorable differential of about 0.29. The 1952 
Social Security Act amendments increased the social-security values for career 
railroad workers by 0.33 percent of railroad covered payrolls but raised level 
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social-security costs by 0.41 percent of any level-covered payroll. I have 
seen the 0.33-percent figure only in the letter transmitting the question- 
naire; I should suppose the 1952 amendments must have increased the costs of 
Railroad Retirement Act minima so that the differential may be larger than 
the net-cost reduction. However, taking the 0.33 percent as the increase in 
benefit values, the differential measured as here suggested would have been 
diminished by the 1952 Social Security Act amendments under either the railroad 
retirement or the Myers’ estimate by 0.08 percent of covered railroad payrolls, 
the latter being assumed constant in perpetuity. Under either estimate the 
differential currently favors the railroad retirement system. 

If the present value of benefits in the future is deliberately set above the 
value of taxes, i e., if a subsidy element is introduced, the present method of 
calculating the differential would become appropriate since otherwise the rail- 
road system would fail to receive a proper proportion of the subsidy. I would 
suppose it reasonable to assume that subsidies will not exist except through 
conscious change in congressional policy. 

This memorandum has dealt first of all with financing to point to these 
conclusions : 

1. Congressional policy with respect to the sources of revenue for Federal 
old-age and survivors insurance systems has been thoroughly settled. Any 
discussion in this field which is predicated on an assumption other than that 
benefits must be such as will be supported by scheduled pay-roll taxes will serve 
no g2zo« rd purpose. 

2. The 1951 Railroad Retirement Act amendments introduced two new cost 
factors of great importance. In one of these—the rate of coverage termination 
before 120 months of credited service—experience from year to year has probably 
shown substantial variation. Any new estimate of cost can be evaluated only 
against a background of knowledge of the effect of variations in the magnitude 
of the termination factor. 

3. The second new factor (insofar as the official valuations are concerned) is 
the social-security differential. While, assuming the factors used to be correct, 
its magnitude may have been understated in the calculations of last year, it needs 
to be explored much more thoroughly. But I have no hesitation in asserting 
flatly that the differential cannot, now or ever, yield any substantial financial 
benefits to the railroad system; and it may have the opposite effect. 

4. Experience with occupational disability retirements was too brief to be 
significant when the fourth valuation was made. There are some indications 
that this type of disability may be a positive rather than a neutral cost factor, 
as was previously true for permanent and total disability. 

5. Since a valuation of the railroad retirement system is currently under way, 
there is not much to be gained by trying to guess what the outcome will be, 
particularly in view of the new factors introduced for the first time. 

6. While it is unwise now to try to answer specific questions relating to changes 
in the Retirement Act, it may be of some use to comment briefly on some of the 
questions. 


COMMENT ON SPECIFIC QUESTIONS 


I shall quote or paraphrase no more of any question than is needed to make 
the content clear. 

I. Shall taxes under the Railroad Retirement Taxing Act be increased? 

No further comment seems necessary. 

II. Shall the tax base be raised from $300 to $350 ($400 and $500 in sub- 
questions) per month? 

Comment: The question is incomplete; I assume that the present annuity 
rate applicable to compensation in excess of $150 per month is to be extended to 
additional base compensation, and that any such added compensation will be 
credited only in the future. A note specifies that the cost will be about 8.3 per- 
cent of the added covered pay roll, whether $400, $600, or $800 million. This 
cost was presumably intended as part of an aggregate estimate and it is merely 
the average normal cost percentage. As part of an aggregate the estimate would 
be reasonable. Taken in isolation for the purpose of passing judgment on specific 
proposals, the estimate has, in my judgment, a negative value. 

Raising the limit on creditable compensation is an action which now applies 
to only part of the total railroad population; the affected part is now average. 
The characteristics as regards the major cost factors of the railroad population 
set apart by monthly compensation of $400 to $500 a month would, one may be 
sure, be quite different from that part of the population with compensation from 
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$300 to $350. While differences between the groups may cancel out, it would be 
astonishing in the extreme if each group were found to have an identical level 
percentage cost. Moreover, this uniform percentage cost, even if based on factors 
which exactly balanced each other with respect to normal costs, could hardly 
apply to the current population. For that result the normal cost for each of the 
three segments of the population specified in the question must be lower than 
the average normal by exactly enough to offset the necessarily higher-than- 
entrance age; for despite the absence of prior service credits an accrued liability 
would exist. No such series of remarkable coincidences as is implied by these 
estimates has occurred in any fiction known to me. 

Contrary to what is set down, as an estimate I would think it quite within the 
range of possibility that an increase in the tax base might cost more than the 
revenue produced. In particular, the added benefits for train and engine service 
groups might have a higher worth than the value of the taxes of both employers 
and employees. However that may be, a decision on the facts is not attainable ; 
and it is to be questioned whether any facts would suffice to reconcile those af- 
fected to a larger tax at this time. 

Finally, I would think it not unimportant to consider the impact of a change 
in tax and benefit base on the supplemental plans maintained by many carriers. 

III. Should the Railroad Retirement Act provide that no age retirement 
annuity be paid for any month in which an age annuitant earns more than $75 
(or some specified alternative amount) in all (or nonrailroad) employment? 

Comment: In the Railroad Retirement Acts of 19384 and 1935 there were no 
work clauses. For the purposes of paying an annuity the fact that an employee 
had retired from the railroad industry was to be sufficient. The original version 
of what became of the Railroad Retirement Act of 1937 included, as a condition 
precedent to the award of an annuity, a requirement that the applicant should 
have “ceased to engage in regular employment for hire.” Further, the annuity 
was not to be paid with respect to any calendar months in which an annuitant 
engaged in “regular employment for hire.” This requirement had been eliminated 
from the bills on which hearings were held on the ground, as I remember, that so 
drastic a limitation on postretirement activity was neither enforcible nor desir- 
able. The requirement that a person who arrived at retirement age when em- 
ployed outside the industry should retire was introduced after the hearings 
because (if my memory is correct) of Treasury insistence. There were estimates 
made as to the effect of these changes. My recollection is that the original pro- 
vision was the main basis for assuming a retirement age of 70 for healthy lives; 
I have an old note, unfortunately not very clear, which implies that the addition 
of the “last employer” provision was estimated to produce a saving of about 0.8 
percent of payroll. This was, I think, about 75 or 80 percent of the estimated 
increase resulting from elimination of the requirement of ceasing regular em- 
ployment for hire. 

Generally speaking, work clauses in plans for the retirement of employees are 
undesirable, for their presence implies that, in the usual meaning of the word, 
“retirement” is a false label. This observation cannot be applied to a system 
having coverage as broad as that of social security ; there a work clause is the 
only practicable basis by which to determine whether retirement has occurred. 
Such a concept is unnecessary for the railroad industry. 

In the railroad industry a work clause for age retirement might conceivably 
be appropriate for cost reasons or because of social-security relationships. ‘These 
are not now to be prejudged. A note in the schedule states that a $75 work clause 
as regards nonrailroad employment would save. $45 million a year (about 0.92 
percent of payroll). This is about 11.5 percent of the level cost for age retire- 
ment and spouses’ annuities. Assuming the percentage to be applicable cur- 
rently, and equally to all levels of annuity amounts, this implies over 21,000 age 
annuitants to be presently employed. Such a number seems large even for the 
present time and further implies the permanence of existing high employment 
levels. 

The rationale of the cost estimate probably runs in terms of the effect of a work 
clause on the rate of retirement ; that is, the work clause will serve to discourage 
retirements which would otherwise occur. The estimate strikes me as high even 
if the delay in retirement would not increase the ultimate annuity. Since the 1951 
amendments the normal cost percentage, which accounts for more than half the 
cost, must reflect the increased annuities (on fourth valuation salary scales, 
higher by a ratio greater than the increase in service) resulting from all service 
after 65. In the first 10 months after the 1951 amendments became effective, 
about 43 percent of the full age annuities were based on less than 30 years of 
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service. Therefore, even now delayed retirement will save a good deal less than 
seemed indicated in the pre-1951 estimates. 

I know of no evidence which would, in any event, indicate that, even today, 
a work clause has the effect implied to it by the cost estimate quoted. 

IV. Shall the quasi-work clause now provided for disability retirement be elim- 
inated, or changed to a work clause in the usual sense with the earnings limit 
fixed at $75 (alternatively $100 or $125 per month) ? 

Comment: There was no monetary work clause among the disability provisions 
in the 1987 act, The quasi-work clause in the 1946 amendments was thought to 
be desirable because of the extension of the definition of “disability” to classify 
as “disabled” individuals who, while disqualified for their regular work, were 
not incapacitated for all kinds of jobs. 

This question implies to me the existence of some opinion that there are dif- 
ficulties with the present disability provisions which might be remedied by a 
proper work clause. Such evidence as is available suggests that the disability 
provisions are not working properly, but I would think the difficulty is much 
deeper than the work clause. The evidence given on behalf of the Board at the 
joint committee hearings in August seems to point to the adoption of some fan- 
tastic definition of disability. If the record there presented is, as seems implied, 
representative, the AMA will not in this century suffer from lack of hair-raising 
support for its allegations as to the results of the so-called socialized medicine. 

V. A. Shall annuities be paid for months in which the annuitant returns to 
the service of his last employer (if not an “employer” under the act) ? 

B. Shall local labor organizations be excluded in application of the rule sus- 
pending annuities for months of employer service? 

C. Shall “lodges or private associations” other than local labor organizations 
be excluded from similar application of the last employer rule? 

Yomment: Questions B and C apply to a small segment of the problems arising 
in connection with the concept of retirement. Question A is basic. The 1937 
estimate of the saving made by introduction of the last employer rule was, 
apparently, about 0.8 percent of payroll. This estimate was undoubtedly far 
too high. The current estimate—presumably simply the increased cost result- 
ing from the assumption that withdrawal annuities are to be deferred to 65 rather 
than 66—is not to be relied upon as a guide for a question focused on the par- 
ticular point. If withdrawal annuities are to be payable to employees who attain 
age 65, irrespective of whether employment at the then-current job continues, 
the cost factor for the future is probably to be given much greater weight than 
is here indicated ; and the question of equality of treatment of those who remain 
in railroad service until retirement in comparison to those who leave is to be 
taken into account. The possibility of maintaining the solvency of the system 
without impairing the future level of benefits for those who remain in railroad 
service until retirement for age or unquestionable disability is, in my judgment, 
dependent upon the scale of future withdrawal benefits. After casually pouring 
the withdrawal benefits of several million former (and present) employees down 
the drain, it would seem ironic to consider increases in others. 

VI. Shalt the work clause applicable to survivor benefits be retained as is, 
modified as to amount, or eliminated? 

Comment: Survivor benefits presently payable under the Railroad Retirement 
Act are, and for some years to come will be, for all practical purposes, the same 
as would be payable if railroad compensation had been wages under title II of 
the Social Security Act. This question is part, perhaps a minor part, of the 
whole problem of interrelation between the Railroad Retirement and Social 
Security Acts. I think it inadvisable at this stage to deal with that problem 
in small pieces. 

VII. Should the guaranty that the railroad anuity be not less than that payable 
under the Social Security Act under ambiguous conditions be retained, eliminated, 
or modified as regards pre-65 age annuities? 

Comment: Though the question is not clear, I assume it to apply to both 
employee and survivor annuities, and that savings from elimination of the pro- 
vision would come mainly from the immediate reduction of survivor annuities. 
An aggregate cost figure for the minima in both categories adds but infinitesimally 
to the sum of existing human knowledge. Anyway, no issue is likely to be solved 
by even the most industrious pecking at the faint outline of its edge. 

VIII. Shall some benefits be eliminated from the act? 

Comment: The question is worded “shall some benefits * * * be denied?” 
Unless “denied” is intended to have the effect of my paraphrase I do not under- 
stand this question; for in what I have thus far supposed to be universal sorial 
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insurance usage, a benefit is to be denied only when the requisite statutory ele- 
ments of entitlement are absent. Although the question is not so limited, it 
is presumably not intended to suggest that employee annuities be wiped out. 
Except for perhaps the occupational disability provisions, the question in effect 
relates to survivor and spouses’ benefits which bulk large in any analysis of 
proper interrelations between the Social Security and Railroad Retirements Acts. 
Thus this question is mainly another aspect of the problem touched on in the 
preceding two. 

IX. Shall some or all benefits be increased, by what method, and by how 
much? 

Comment: The question of whether it is possible, with due regard to solvency 
of the railroad retirement account, to increase benefits is one which, in my 
judgment, cannot now be answered. I will not hesitate to say, however, that 
under any assumptions as to cost factors based on the trend of the experience 
of any 5 of the past 15 years, across-the-board increases in benefits are impos- 
sible on the basis of present taxes and gross fund assets. 

X. Shall the period of time in which a railroad employee's average compensa- 
tion shall be calculated for determining his annuity be changed to— 

(a) five years of highest earnings, or 

(b) five consecutive years of highest earnings, or 
(c) period since 1936, or 

(d) whole period of service? 

Comment: A change in the annuity compensation base has the attractive 
feature of offering a method of increasing annuity amounts without necessarily 
making the commitment in perpetuity implied by a change im the accrual rate. 
Unfortunately, a change in base does not automatically deflate an accrual rate 
commitment already given. 

A change to some form of highest earnings base would not, without more, 
increase the annuity of employees who, in all the months now relevant, have 
received the maximum creditable compensation. The greater the disparity be- 
tween the career average and the highest-years-base average, the greater will be 
the relatitve increase in annuity—a generalization subject to a probably minor 
reservation because of the steps in the accrual rates. 

The fourth valuation salary scales indicated that a change in compensation 
base from career to the highest 5 years (the scales as published cannot be used 
to distinguish between the highest 5 years and the highest five consecutive 
years) would increase future annuity accruals by probably not more than 5 
percent. For service which is now past, the average increase would be sub- 
stantial. 

The level of compensation of train and engine service employees has been such 
that they would share in the increase for service now past to a less-than-average 
degree. For the future, this would not be of much consequence and there might be 
compensating advantages, 

For the past, however, train and engine service employees would share in the 
increased annuities resulting from a change in base to so small a degree as to 
make it, under existing conditions, definitely against their interests. 

I have computed the annuities under the present formula for employees in 
several occupation groups whose compensation (i) in the period 1937-50 was the 
average for those employees who worked 12 months, and (ii) in the period 
1924-31 was the average for regular service in the same occupations as shown 
in the Federal Coordinator of Transportation’s study of Annual Earnings of 
tailroad Employees, 1924-33. I then computed the annuities using the same 
accrual rates, but the average compensation in the 5 years 1946-50, The increase 
resulting from the change of base I related to the total average compensation 
1937-50. A similar process was followed for an employee whose earnings were 
exactly the same as the average for all employees from the above sources. The 
following tabulation shows how far short nine of the train and engine service 
groups fell short of the average gain, assuming retirement at 65 after 21, 25, 
and 30 years or more of service on January 1, 1951. 
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Percentage by which specified occupational groups would fail to equal average 
increase (relative to tarable compensation) in annuities resulting from change 
from present to highest 5-year compensation base 


Years of continuous service ! on retire 
ment at 65 on Jan. 1, 1951 


21 25 30 
Outside hostlers - - - - s ied 2 2 4 
Road and related conductors 51 56 | 55 
Road brakemen and flagmen 20 20 23 
Yard conductors and firemen 29 29 29 
Yard brakemen and helpers ia 20 19 20 
Road engineers and motormen 69 70 67 
Yard engineers and motormen 41 40) 39 
Road firemen and helpers-- ; 31 32 30 
Yard firemen and helpers--- a . 14 14 | 13 


1 Service in each month at the average compensation for the group was assumed, 


The extent to which short time has affected these occupations more or less 
than the average—and the differing extent to which exclusions from divisors 
of months in which no work was performed produces full-time equivalent 
averages—makes these data approximations. But as to the general accuracy 
of the comparison I think there can be no question. 

It is finally to be noted that a change in compensation base would apparently 
add but little to cost. Whether the cost estimate given applies to present 
annuitants is not indicated, and I have not made the calculations necessary to 
find out. In any event the cost would appear low because the normal cost per- 
centage is lifted by 5 percent or less; only interest on the major part of the 
increase in benefit values is included as a part of the level cost percentage. If 
a plausible method of capitalizing inflation at 3 percent can be concocted for 
similar application to normal costs, the financial problems of the railroad re- 
tirement system will doubtless have been solved, at least on paper. 

XI. Shall full anrtuities be payable upon retirement after 30 years of service 
at age 60 (or irrespective of age) ? 

B. Should the age for begining annuities to aged survivors be lowered to 60 
or 55, or eliminated? 

C. Should the employment relation provisions of the 1937 Act be revived? 

D. Should the occupational disability benefits qualification requirements omit 
minimum service or age specifications? 

Comment: The cost figures relating to pre-65 retirement are presented 
without any indication of the underlying assumptions. Cost figures in this 
area contain more than the usual proportion of speculation since there never 
has been and, in view of foreseeable trends, there is never likely to be any sat- 
isfactory way of forecasting what proportion of any given group will take ad- 
vantage of opportunity to retire early. The factors involved are complex and 
involve primarily the relative opportunities for new employment of middle-aged 
workers within and without the railroad industry. There are, moreover, impor- 
tant factors other than probable direct cost involved in decisions on this point. 
Basic to this whole problem is the question whether, in fact, acceleration of re- 
tirement opens job opportunities. I suspect, although relevant figures are 
hard to come by, that speeding up retirement would not in any event create 
many job openings and the existing payroll taxes would destroy more. However 
that may be, as in other cases, no good purpose would be served by selecting this 
particular segment for discussion without regard to the whole gamut of prob- 
lems of which realistic analysis is not now applicable. 

The proposal to eliminate the age requirement for widows’ and parents’ an- 
nuities would, if adopted, multiply “insurance in force” several times over. 
Since social security has not and (unless private insurance is to be destroyed) 
will not have any such provision, one result would be to increase enormously 
the attractiveness of railroad employment among persons who have had as 
much as 7 or 8 years of railroad service who are in poor health. The disability 
provisions have some such effect, but to a far lesser extent. I doubt if the 
cost estimate adequately reflects the adverse selection; and it would leave out 
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the cost of the adverse selection on the personnel side. To a lesser extent, any 
proposal to increase the insurance element would tend to produce these adverse 
effects. 

Presumably any action looking to resurrection of the employment relation pro- 
visions of the 1937 act would be taken only after a showing of injustice resulting 
from the 1946 amendments. Perhaps such a showing has been made, but I am 
not familiar with it. I find it impossible to conceive of an inequity in that con- 
nection remotely comparable to the enforced forfeiture of tax-paid annuities 
embodied in the 1951 amendments. 

I should think it urgent, before any question of expanding the present occupa- 
tional disability benefits is considered, to ascertain precisely what conditions 
have thus far been so labeled. 

A final specific subquestion, as phrased, deals with a matter of administration. 
If this is what is intended, I can only speculate that it has some relation to the 
difficulty of securing adequate physical examinations as a basis for proper adjudi- 
cation. While I appreciate that pressure on the time of physicians everywhere 
has probably resulted in delays in the processing of disability claims, my experi- 
ence would lead me to urge strongly that there be no dilution of precise and strict 
standards either as to what constitutes proof of disability or as to what condi- 
tions are permanently and totally disabling. Perhaps a major fact to be ascer- 
tained is whether “return to’ would be a more appropriate expression than “no 
dilution of.” 

XII. Shall compulsory retirement at 65 (68 or 70) be instituted? 

Comment: No cost estimate accompanies this question. There would, of course, 
be a cost since adoption of compulsory retirement at 70 or lower would produce 
retirements earlier than those occurring presently. Although I supported in 
good conscience the compulsory retirement provision of the Railroad Retirement 
Act of 1934, I have for some years regarded my views on that point as in error. 
I do not believe that it would be possible to show that a requirement that all 
railroad workers over 65 or 68 or 70 be retired would strengthen or improve inter- 
state commerce; and even if such a showing could be made, it seems to me that 
the exercise by the United States of power to prohibit some of its citizens from 
pursuing their regular means of livelihood merely because of having attained a 
certain age might well have the most undesirable consequences. I doubt if social 
insurance institutions will long endure if, instead of protecting the elderly indi- 
viduals coming within their scope, they become instruments of compulsion. 

In view of current demographic trends I should think it much more appro- 
priate to ask what contribution retirement systems could make toward continued 
employment of elderly workers than to suggest the use of such systems to prevent 
some individuals from performing their accustomed tasks. 

XIII. Should the age or other eligibility conditions for the spouse’s annuity be 
changed so that more spouses can become entitled? 

Comment: This question is important beyond its own scope because it has im- 
plications for widow’s benefits; it seems to me unlikely that the spouse’s supple- 
ments will ever be paid at 60 when widows without children must wait until 65 
before becoming qualified. Here again one question leads to many more. 

XIV. Should there be some contraction of the classes entitled to the “insurance 
lump sum’? 

Comment: The question deals with what is, and ought to remain, a fringe issue. 
Consideration is reasonably to be deferred to such time as the major bases of the 
railroad retirement system are settled. 

The remaining questions deal principally with generalizations as to various 
ways of approaching the matters concerning which specific questions have pre- 
viously been directed, In this area I think it even harder to generalize than to 
be specific. A final question in this category, with space for two-line answers, 
requests an opinion as to the “proper role and responsibility of the Federal Gov- 
ernment” with respect to the “general field of retirement, etc.,” and specifically 
for the railroad system. Without being unduly modest, my powers of condensa- 
tion are and always will be submicroscopic in relation to the gigantic task of 
answering on three lines. 
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MEMORANDUM IN RESPONSE TO QUESTIONNAIRE FROM THE ASSOCIATION OF AMERICAN 
RAILROADS, SEPTEMBER 12, 1952 


TAXES 


The railroads are unalterably opposed to any increase in the taxes now im- 
posed for the support of the railroad retirement system, either directly by an 
increase in the tax rate or indirectly by an increase in the tax base. They can 
see no possible justification for increasing their retirement taxes by one means 
or another when those taxes are already so much higher than the corresponding 
taxes paid by other industries, including their strongest competitors. 

The tax now imposed for the support of the railroad retirement system is 12% 
percent of the taxable payroll—6% percent on the employers and 6144 percent on 
the employees. The taxable payroll consists of the wages of each employee not 
in excess of $3800 in any calendar month. In striking contrast, the tax now 
imposed for the support of the old age and survivors insurance feature of the 
Social Security Act is only 3 percent of the taxable payroll—1%4 percent each on 
employers and employees. The taxable payroll consists of the wages of each 
employee not in excess of $3,600 in any calendar year. The railroad retirement 
tax has alreay reached the maximum now provided by law, whereas the social 
security tax has not. However, even if the latter tax is permitted to go up 
gradually as now scheduled, it will not reach its maximum of 61% percent—34 
percent each on employers and employees—until 1970, and even then will be 
barely more than one-half the rate already imposed on the railroads for the 
support of railroad retirement. 

Under these circumstances, it seems almost fantastic to suggest an increase in 
the tax on the railroads for retirement purposes. Not only are their taxes for 
such purposes actually four times as high as those now being paid for similar 
purposes by other employers, but relatively the difference is even greater than 
that. This is due to the fact that in the railroad industry the payroll absorbs 
a much larger part of the gross revenues than is true in the case of industry in 
general. In 1949, for example, the railroad payroll equaled 51.5 percent of total 
railroad revenues, whereas for all manufacturing industries the payroll amounted 
to only 21 percent of their gross revenues from sales of products. Thus, for the 
manufacturing industry as a whole the payroll taxes of 1144 percent represents 
a tax of only about 0.3 percent on gross revenues, whereas a payroll tax of 6%4 
percent on the railroads amounts to over 3 percent of their revenues. In other 
words, while actually only a little over 4 times as great, the railroad tax bears 
about 10 times as heavily as does the tax on the manufacturing industry. 

So far as the railroads are concerned, an increase in payroll taxes would 
bear just as heavily whether it came about through an increase in the tax rate 
or an increase in the tax base. 3ased on the estimates contained in the 
questionnaire, an increase in the maximum taxable compensation from the pres- 
ent $300 per month to $400 would have about the same immediate effect on the 
railroads as an increase in the tax rate from the present 614 percent to 7 per- 
cent. The ultimate effect, however, of the former increase might well be much 
more burdensome than the latter, depending upon whether or not, and the extent 
to which, wages continue to increase. Similarly, an increase in the base to $350 
would have about the same immediate effect as an increase in the tax rate to 
6% percent; but here again the former might well prove in the long run to be 
considerably more burdensome than the latter. 

In one very important respect, an increase in the tax base would be even more 
objectionable than a corresponding increase in the tax rate. All the additional 
revenues resulting from an increase in the tax rate would go to strengthen the 
retirement fund, whereas, according to figures given in the questionnaire, about 
two-thirds of the additional revenue obtained through an increase in the tax 
base would be absorbed by the increase in benefits automatically resulting, 
leaving only one-third to go toward improving the financial condition of the 
system. 

Unlike an income tax, which falls the more heavily upon those with the larger 
net incomes and thus best able to pay it, a payroll tax falls the more heavily 
upon employers having the larger outgo in the way of wages and who thus may 
be the ones least able to pay it. This is exactly the situation of the railroads. 
Not only are they saddled with a much higher rate of payroll tax for retirement 
purposes than other industries are required to pay, and not only are their 
payrolls relatively much larger than those of other industries, thus making the 
disproportion in actual taxes even greater than the disproportion in the rates, 
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but the net results of their operations are much less favorable than those of 
other industries in general. They have not experienced the improvement in 
earnings that has been experienced by industry in general during the postwar 
period. For the 5 years 1946-50 their average annual rate of return on their 
depreciated property investment was only 3.5 percent. During the same period, 
manufacturing corporations earned an average annual rate on net assets of 
15.7 percent. On the same basis of net assets, the rate of return of the rail- 
roads for the 5 years was about 4 percent. 

In view of their financial condition, it is obvious that the railroads are not 
in a position to stand any increase in their payroll taxes, regardless of whether 
the increase comes about through an increase in the tax rate or an increase in 
the taxable payroll. 


FURTHER LIBERALIZATION OF RAILROAD RETIREMENT SYSTEM 


In this return we have undertaken to reply specifically and directly only to 
the first two questions of the questionnaire which have to do with taxes imposed 
for the support of the railroad retirement system. The other questions, in the 
main, relate, in one way or another, to various proposals for further liberaliza- 
tion of the retirement system. 

Only last year the Railroad Retirement Act was amended in a comprehensive 
and far-reaching manner. The benefits were greatly liberalized and other im- 
portant and basic changes were made, particularly those having to do with the 
relationship of the railroad retirement system and the social security system, 
materially affecting the cost of the railroad system. The full effect of these 
changes is not known and cannot be determined until there has been more 
experience under their actual operation. Irom the best information now avail 
able, however, as shown by figures cited by the chairman of the joint committee 
in the letter with which he transmitted the questionnaire, it appears that the 
present taxes, instead of being sufficient to finance any increase in benefits, will 
prove to be insutlicient fully to meet the cost of existing benefits. Since the taxes 
are already so high that they cannot be increased, as we have already fully 
explained, it seems entirely plain that no consideration can be given at this time 
to any proposal which would increase the cost of the railroad retirement system 
by any further liberalization of that system through enlarged benefits, relaxed 
eligibility requirements, or in any other manner. 

lor a full statement of the position of this association with respect to the rail- 
road retirement system we refer to the testimony of the witnesses who appeared 
for the association at the hearings before the Subcommittee on Railroad Retire- 
ment Legislation of the Committee on Labor and Public Welfare, United States 
Senate, on 8. 399 and other bills to amend the Railroad Retirement Act, which 
began on April 27, 1951, and extended through May 14, 1951, and at the hearings 
before the Committee on Interstate and Foreign Commerce, House of Representa- 
tives, on H. R. 8669 and other bills to amend the Railroad Retirement Act, which 
began on May 15, 1951, and extended through June 6, 1951. (As to the Senate 
hearings, see particularly the testimony of J. Carter Fort, pp. 244, 471, and 602; 
the testimony of J. Elmer Monroe, p. 527; and the testimony of James M. Souby, 
pp. 498 and 512. As to the House hearings, see the testimony of the same three 
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